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Orange Order under 
new pressure to end 
Drumcree stand-off 

Northern Ireland's protestant 
Orange Order was under pressure 
last night to end the week-long 
stand-off between Orangemen and 
security forms in Drumcree. A 
feeding Orangeman called for the 
protest to be lifted after the murder 
of three young brothers, kilted in 
their beds in a sectarian firebomb 
attack in Bailymoney, County 
Antrim. Page 16; Tragedy brings 
hope, Page 6 

France win World Cop final 

France swept to an unexpected 
victory in the World Cup final in 
Paris, beating holders Brazil 3-0, 
despite having a man sent off. 
World Cup, Page 12 

Cotton dumping duties spark row 

Eight European Union states will 
accuse the European Commission 
of flouting the wW of the majority of 
EU members by imposing anti- 
dumping duties on cotton imports 
from six emerging markets for the 
second time. Page 3 

EU opposes US Burma sanctions 
Co-operation between the US and 
the European Union on foreign 
policy is being hindered by a 
Massachusetts law imposing sanc- 
tions on companies that do busi- 
ness in Burma, the EU said in a 
brief Red with the US District 
Court in Massachusetts. Page 3 

Cambridge school for e nti ep ren eura 
Cambridge University is to estab- 
lish a US style school of entrepre- 
neurship in a move which signals a 
see-change in the relationship 
between the business world and 
Britain's top universities. Page 6 

Bfcriogfcal weapons talks continue 

Talks on anti-cheating provisions 
for an international pact banning 
biological weapons will not be 
completed by the end of this year, 
the target dale set by the US and 
the European Union. Page 4 

Syria seeks p art ner ship wfth Fiance 
Syrian President Hafez aE Assad 
win seek strategic partnership with 
France during an official visit to 
Paris this week, the first by the 
Syrian leader in 22 years. 

Cfintoo faces baffle on vetoes 
President Clinton and the Republi- 
cans are heading for a spate of 
veto fights over abortion, schools 
and other issues that both hope 
wiH help them win November's bat- I 
tie for control of Congress. Page 4 

US backs Israeli withdrawal terms 
The US is attempting to end the 
deadlock In the Middle East peace 
process by backing a plan that 
bows to Israeli reluctance to hand 
parts of the occupied West Bank 
to the Palestinians. Page 4; 

A Cry for Freedom, Page 9 

Colombian guerriflas in peace fades 
Colombian leftwing guerrillas 
began talks in Germany with civil- 
ian representatives, raising hopes 
of an Initiative to end more than 35 
years of armed conflict. Page 4 

HaWbte drops stagte-temi ptedge 

Indonesia's President B. J. Habibie 
has said he may ran for a second 
term, abandoning a pledge made 
in May that he would be only a 
transitional leader. Page 2; Indo- 
nesian gtasnost. Page 14 

Nigeria may postpone civffian rale 
General Abduisalam Abubakar, 
Nigeria’s military leader, is expec- 
ted to announce a postponement 
of the promised October 1 hand- 
over to civilian rule in a national 
broadcast this week. Page 4 

Mandate warns South African pofiee 

President Nelson Mandela vowed 
at a funeral to combat “sinister" 
elements in South Africa’s security 
forces after suggestions the police 
might be involved in violence 
Which kSJed 23 people last week. 


Russia and IMF fail 
to reach final deal 
on loan package 

Russia's talks with the International 
Monetary Fund ended last night 
without final agreement about a 
multi-billion dollar support pack- 
age, but Russian officials 
suggested a deal could be reached 
soon. A deal with the World Bank 
that could lead to release up to 
S1.5bn appears set Page 3; 
Editorial Comment, Page 15 

Ford Motor is expected to 
announce today that it is to buy 
Cosworth Racing, the motor sport 
division of the high-performance 
engine maker Cosworth, following 
the safe of the whole of Cosworth 
to Volkswagen by Vickers, the UK 
engineering group. Page 18 

Merrill Lynch, the US securities 
firm, is understood to be confident 
it will not have to pay “anywhere 
near" a reported $300m figure in 
compensation for losses the 
Belgian government ran up in a 
series of high-risk derivatives deals 
carried out in London between 
1989 and 1993. Page 2D 

Rabobank is to merge with 
Achmea, a rival Dutch co-operative 
institution, creating a strong com- 
petitor to the Netherlands’ leading 
financial services groups. As a first 
stage, Rabobank's Irrterpofis insur- 
ance operation and its Robeco 
fund management subsidiary will 
enter a joint venture wfth Achmee's 
activities. Page 17 

i 

UK business confidence collapsed 
to a five-year low in the aftermath 
of the decision by the Bank of 
England last month to raise interest 
rates. Dim & Bradstreet, toe busi- 
ness information group, said the 
number of businesses expecting to 
increase their sales had dropped 
from three in four to two out of 
three in three months. Page 6 

Central bank governors from more 
than 30 countries at a meeting in 
Tokyo of the Bank of International 
Settlements will hear further details 
today of Japan’s “bridge bank" ' 
scheme to tackle the country's 
bad-debt problems. Page 2; 

Editorial Comment; Page 15 

Trade' negotiators from the 
European Union. Japan, the US 
and Canada have begun consulta- 
tions on an agenda for the next 
. round of tafles toward removing 
barriers to trade in services. 

Page 3 

Australia's Senate has blocked 
controversial legislation to privatise 
the remaining two thirds of Telstra, 
the telecommunications company, 
to raise an estimated A$45bn 
(US$28bn). Page 2 

Company takeovers in most of Ada 
have dried up while cross-border 
merger activity continues to surge 
in the rest of thB world, according 
to a survey by KPMG Corporate 
Finance. The value of Asian and 
Pacific cross-border deals was 
SISbn for the first half of 1998, 
more than a third below the $29bn 
for the period in 1997. Page 17; 

US eyes Asian storm; Page 15 

CnW smelters Dubai Aluminium and 
Aluminium Bahrain took advantage 
of the fall-off in Asian loan pros- 
pects to get unusually fine rates 
from Gulf and international banks 
tor expansion. Page 21 

Applied Materials of the US, 
largest supplier of semiconductor 
production equipment, warned of 
reduced earnings for the current 
quarter. Page 2D 

Lex ok euro octSfcy 

‘For now, Duisenberg's bark Is 
likely to be stronger than tiis Mb' 
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Hashimoto likely 

to resign after 
election setback 

Analysts warn of upheavals in Japanese financial markets 


By cur Tokyo staff 

Ryu taro Hashimoto. Japan’s 
prune minister , will almost cer- 
tainly resign following a setback 
for his ruling Liberal Democratic 
Party in yesterday’s upper house 
elections. 

Mr Hashimoto, looking hag- 
gard in a late night television 
appearance, said he would make 
his “intentions known” about his 
possible resignation at a meeting 
of LDP executives today. 

“The result is due to my lack of 
ability. I would like to state out- 
right what I have in mind at 
today’s meeting of party leaders,” 
he said. 

LDP officials said last night Mr 
Hashimoto “had no choice” but 
to step down. Leading candidates 
to succeed him include Seiroku 
Kajiyama, former chief cabinet 
secretary, and Keizo Obuchi. for- 
eign minis ter^ 

The election, for half the 252 
seats in the upper house, tradi- 
tionally draws little attention as 
the chamber has limited powers. 
But the deterioration of Japan's 
economy and dissatisfaction 
among Japanese with 
go v ern m ent policies turned the 


contest into a national referen- 
dum on Mr Hashimoto's eco- 
nomic management 

Toward the close of counting at 
3am. the LDP had won less than 
45 seats - well short of the 61 
seats it held before the election 
and the 69 needed for a majority. 
The result was far worse than 
expected. 

Financial analysts warned that 
Mr Hashimoto’s likely resigns- 
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tion and the LDP’s defeat to the 
upper house - although it will 
not unseat the party from power 
- could cause upheavals in Japa- 
nese stock and currency markets. 

Mr Hashimoto's resignation 
would also throw Japan’s foreign 
policy into disarray. He was 
scheduled to visit the presidents 
of France and the US next week. 
Today, Sergei Klriyenko, the Rus- 
sian p rime minister, arrives in 
Tokyo an an official visit 

More significantly, LDP leaders 


warned the election could affect 
proposed legislation on economic 
reforms, including Mr Hashi- 
moto’s proposed “bridge bank” 
scheme to tackle the h anking sys- 
tem's bad -debt problems. More 
than 30 central bank governors, 
including Alan Greenspan, chair- 
man of the US Federal Reserve, 
are attending a Bank of Interna- 
tional Settlements meeting in 
Tokyo today. 

Takas hi Imai, chairman of the 
Keidanren. Japan's largest busi- 
ness federation, said the results 
“show that the electorate wants 
further measures to pull the 
country out of the recession”. 

Analysts predicted a period of 
turmoil as the LDP struggles to 
put together a new cabinet Peter 
Tasker, strategist at Dresdner 
Klein wort Benson, said: Th the 
short-term there is likely to be 
confusion as factions in the LDP 
jockey to select a new prime min- 
ister. But in the medium-term. If 
there Is a fresh face, there can be 
fresh policies. 

“It will be easier for the new 
incumbent to be aggressive in 
offering tax cuts and injecting 
new government spending. That 
should be positive for equities 




Ryutaro Hashimoto yestettlay: "Result is due to my lack of ability* Reuters 


and the yen. but mildly negative 
for bonds, given that additional 
spending would have to be 
funded out of new debt," 

The result is a triumph for the 
newly-formed Democratic Party. 
Naoto Kan. party leader, said: 
“Today the national voice said 
*no’ to Hashimoto and the LDP. 
What became clear is the neces- 
sity’ for the people themselves 


to choose the administration.'* 
The Democratic Party won 26 
seats, the Communist Party more 
than doubled its representation 
to 14. the Kornei party took nine 
seats, the Liberal Party sly and 
the Social Democrats five, while 
independents won 20 seats. 

The SaUgake. the former 
junior coalition partner with the 
LDP, failed to win a single seat. 


Paris told it could join exchanges alliance 

— Deutsche Bank chairman says France might have 20% stake ST 3101 * taV0,VKi from 


By Andrew Hsber in Wurzburg 

Rolf Breuer, chairman of 
Deutsche Bank, sought to soothe 
French tjutrage over last week’s 
surprise agreement between the 
London and Frankfurt stock 
exchanges to forge a strategic 
alliance by saying Paris could 
join in willi a significant minor- 
ity stake. 

“This Is not a dosed shop or a 
London-Frankfurt axis against 
Paris or against all the others, 
but the nucleus of a working 
party with an open invitation to 
all who are interested," said Mr 
Breuer, who also heads the 
supervisory board of Deutsche 
BGrse, which runs the Frankfort 
securities exchanges. 

Michael Freyche, head of the 


French bankers' association, had 
called the exchange deal “a bad 
blow for the euro" and an abuse 
of Frankfurt’s position as the 
centre of the eurozone through 
its choice as the location for the 
European Central Rank. 

It was wrong for the French to 
talk of “betrayal", Mr Breuer 
said. But he could understand 
they felt injured since they were 
not among the “founding 
fathers” of the deal between the 
UK and German markets aimed 
at paving the way for a pan- 
European equities market 

2f the French exchange wanted 
to join the exchange partnership, 
London and Frankfurt could 


reduce their planned 50-50 stakes 
to, say, 4040. allowing Paris to 
have 20 per cent “London and 
Frankfort would retain parity." 

These were hypothetical fig- 
ures, he said. The participation 
level of France and other 
exchanges would depend on the 
volume of trading brought in. 

The reason the agreement had 
been worked out between the UK 
and Germany was that past expe- 
rience over negotiating bourse 
affiances had shown the danger 
of collapse. “Things get talked to 
pieces, as in the United Nations, 
and no solution emerges." 

Mr Breuer dismissed French 
suspicions of political motivation 


in the initial exclusion of France. 
It was a private business venture 
in which politics did not play a 
role. There was no “chain of evil 
deeds" linking the selection of 
Frankfurt as the seat of the ECB, 
the choice of Wim Duisenberg as 
its president - in line with Ger- 
man wishes - and the Frankfurt- 
London exchange agreement 

Mr Breuer said the agreement 
was still only a letter of intent 
with much work to be done on 
technology, clearing and settle- 
ment systems, and regulations. 

“The devil is in the detail. The 
real work starts now," he said, 
adding that it would have been 
unpractical for all European 


bourses to be involved from the 
start 

The Amsterdam stock 
exchange wants to be among the 
first at the table once London 
and Frankfurt open their talks to 
include other European bourses. 

George Mdller, president of 
Amsterdam Exchanges, operator 
of the Dutch equities and deriva- 
tives markets, said in a local 
press interview at tbe weekend 
that he would rather this hap- 
pened Immediately than after 
about six months, as planned by 
the German and British sides. 

While acknowledging the dan- 
ger that AEX could lose volume 
in its biggest stocks, he said he 
would not seek a deal at all costs. 

Deutsche on US trad, Page 17 
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By Scott Morrison In Toronto and 
Louise Ketwe hi San Francisco 

Individuals who make 
defamatory remarks on the inter- 
net may become more vulnerable 
to legal action following a Cana- 
dian court ruling that forces sev- 
eral internet service providers to 
reveal the identities of subscrib- 
ers using pseudonyms. 

The Ontario court order was 
obtained by Philip Services, a 
Canadian waste recycling com- 
pany. which has alleged it was 
defamed in an internet discus- 
sion group by individuals using 
pseudonyms. 

The Electronic Frontier Foun- 
dation. a US free speech advo- 
cacy grou p, said the court ruling, 
which came to light last Thurs- 
day, was “very dis turbing". 
Barry Stetohardt, EFF president, 
said it seemed to provide Philip 
Services with private informa- 
tion. It also threatened the ability 
of individuals to use pseudonyms 
an the net 

But David Potts, a Canadian 
i lawyer specialising in internet 
libel, said the Philip Services 
decision served notice that people 
must “act the same way online as 
off-line". 

Mike Godwin, an authority on 
cyberspace rights, predicted 
there would be a similar outcome 
in a US court should a corpora- 
tion seek the Identity of an inter- 
net user alleged to be defaming 
it 

The ruling could prompt other 
businesses to Launch similar legal 


actions to Identify their online 
critics, US libel lawyers said. 

The case may also have reper- 
cussions beyond the jurisdiction 
of tbe Canadian court. George 
Clark, a media and libel lawyer 
at Reed Smith Shaw and McClay 
in Washington, said legal deci- 
sions involving the Internet were 
watched closely around the world 
because of the global scope of 
cyberspace. 

Philip Services, a former stock 
market darling, has recently seen 
its share price fall by about 80 
per emit after suffering trading 
losses, the departure of key offi- 
cials anti accounting errors that 
forced it to restate results and 
reveal big losses. 

Internet users with pseud- 
onyms, posting messages to a 
board maintained by Yahoo!, the 
US online media group, made 
allegations about the company 
and its executives that the com- 
pany felt were defamatory. 

The court order will provide 
Philip Services with account 
information as well as all inter- 
net messages sent by about 10 
individuals. 

While Individuals can use a 
pseudonym online, their real 
names and addresses are known 
to the service provider for biffing 
purposes. 

Philip Services is not alone as a 
target of self-styled business com- 
mentators cm the internet Micro- 
soft is frequently lambasted and 
Intel has aim fallen foul of online 
critics. Neither company has 
brought legal action. 
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BIS to 

focus on Hashimoto’s day 

banking 
reshape 



By Pant Abrahams, Ataamfca 
Harney and Gwen Robinson 
In Tokyo 


Japan: runbus record 
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By Gwen Robinson in Tokyo 
and George Graham Banking 
BBtor, in London 

Japan's efforts to restructure 
its troubled banking system 
”1 will come under the interaa- 

{ tianal spotlight today; when 

I central bank governors from 

J more than 30 countries 

attend a Bank of Interna- 
be tional Settlements meeting 

da in Tokyo, 

of Japanese officials said 

ly they would provide further 

de tails of the government’s 
se "bridge bank" scheme to 

st tackle bad-debt problems to 

ec visiting officials - including 

ce Alan Greenspan, chairman 

cc of the US Federal Reserve, 

ce and Hans Tietmeyer, presi- 

dent of the German Bundes- 
ra bank, wbo will chair the 

in meeting. 

m The two central bank 

w chiefs will also meet Masaru 

pi Hayami. governor of tbe 

st Bank of Japan, and BSkaru 

m Matsnnaga, Japan's finance 

minister. 

o: BIS nffigiaic are likely to 

re press Japanese authorities to 

n> raise minimum capital ade- 

D quacy ratios for banks above 

st the 8 per cent minimum 

e; suggested in BIS guidelines, 

fc Andrew Crockett, BIS gen- 

ti eral manager, said Japan 

a had been slow to turn its 

ir attention to problems in the 

ti banking system, although he 

ti described the bridge bank 

a scheme as a "good sign”. 

The BIS meeting will also 
it focus on the Asian financial 

a crisis and Japanese propos- 
al als to promote yen-denomi- 

b nated loans to other central 

P hanks, mostly in Asia. 

S Japanese officials said the 

t) proposal would help stabilise 

b regional economies, which 

have seen the decline of 
o local currencies lift the bur- 

£ den of doUar-denominated 

e debt But analysts said tbe 

t scheme also reflected 

5 Tokyo's growing fears that 

t' Europe's move to a single 

□ currency would further iso- 

late die yen. 

0 Under the proposal 

e regional central banks could 

a use their holdings of Japa- 

a nese government bonds as 

/ collateral, selling them back 

B to Tokyo under repurchase 

t agreements in exchange for 

s yen loans. 

< The officials in Tokyo said 

they hoped to conclude bOat- 
t eral agreements on the new 

t system with regional central 

t banks, including China and 

1 Singapore, within the year. 

t The meeting will also con- 

1 sider a BIS report on 

responses to foreign 
« exchange settlement risks 

( and a proposal to establish 

i an international institution 

J to deal with such risks, to be 

financed by about 60 interna- 
tional banks. 

The BIS has been gener- 
ally pleased at the efforts 
private sector banks have 
taken in the last two years 
to tackle foreign exchange 
settlement risks, but senior 
central bankers are anxious 
not to give the impression 
that the threat has disap- 
peared. However, the BIS is 
not expected to require 
b anks to bold additional cap- 
ital as a specific cushion 
against a disruption to for- 
eign exchange settlements. 

Steps to improve internal 
settlement procedures are 
expected to be applauded. 

Central bankers are espe- 
cially pleased at the merger 
or Multiset and Echo, net- 
ting systems which reduce 
settlement risk by offsetting 
the amounts banks owe each 


Japanese voters yesterday 
delivered a devastating 
indictment of Mr Ryu taro 
Hashimoto's government, 
inflating tbe worst defeat on 
the ruling Liberal Demo- 
cratic party (LDF) since it 
lost its majority in the upper 
house nearly a decade ago. 

It was less an election 
than a reckoning - a reckon- 
ing that today will probably 
cost Mr Hashimoto his Job. 

Outside the Yanaka Ele- 
mentary School in the Taito 
district of Tokyo, local resi- 
dents arriving at the polling 
booths were unambiguous 
about the main reason for 
their dissatisfaction. It was 
the LDP's failure to manage 
the economy, which this 
year is set to contract for tbe 
second year running. 

"The economy, just the 
economy, ultimately the 
economy,” said Hiroshi 
Ogawa, a noodle shop owner 
who voted for an unaffiliated 
candidate. "When I worked 
for a company I backed the 
LDP. But when I opened my 
store I started to think about 
the economy more, and their 
policies stopped inking- so 
much sense.” 

Mr Hashimoto must take 
part of the blame for the 
country’s worst recession 
since the second world war. 
He contributed to the mal- 
aise through his fixation on 
Japan’s rapidly ageing popu- 
lation and the government’s 
huge budget deficit. 

Following the economy's 
apparent recovery in 1996 he 
decided last year to reduce 
the deficit through an 
increase in sales taros and 
cuts in government spend- 
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mg. The policy was not in 
itself wrong-headed, but the 
timing was disastrous and 
contributed hugely to the 
recession. 

Having created the crisis 
Mr Hashimoto compounded 
the problem through inac- 
tion. Through much of last 
year tbe LDP refused to 
change policies, ingjgHng the 
economy was on track. 

When the LDP’s denial of 
Japan’s economic realities 
was finally overwhelmed by 
consistently bad economic 
data, the ruling party’s 
response appeared muddled. 
In feet Mr Hashimoto's cabi- 
net moved at impressive 
speed - in Japanese terms at 
least - performing a policy 
U-tura of epic proportions 
through the introduction of 
tax cuts and increased pub- 
lic spending. It also created a 
system to deal with problem 
loans in the banking system. 

But while such moves 
were impressive, the way in 
which tbe LDP reached the 
policy changes did the party 
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little credit The process of 
policy-making involved con- 
tradictory statements and 
leaks, indicating Mr Hashi- 
moto's party was divided 
over almost every move. Pre- 
viously policy had been 
made by bureaucrats, but 
corruption scandals in the 
Ministry of Finance left poli- 
ticians in charge. What 
became apparent was they 
were ill-equipped to fill the 
void. 

The most recent and dra- 
matic example of the LDP’s 
disarray on policy-making 
came only last week and 
Involved the subject of per- 
manent tax cuts. At a wen- 
publicised meeting before an 
election rally, Mr Hashimoto 
managed to utter a sentence 
involving the words "tax 
cuts” and “permanent” with- 
out actually committing 
himself to permanent tax 
cuts. 

His prevarication has been 
blamed far the wild larches 
in the yea and the stock 
market in recent weeks. By 


yesterday such signs of 
weakness and indecision 
bad, in the eyes of many vot- 
ers, wiped out the premier’s 
considerable achievements: 
his government's "Big Bang” 
programme of. financial 
deregulation; his bold steps 
in foreign policy, including 
strengthening Japan’s rela- 
tions with China and Russia; 
and his even bolder expan- 
sion of Japan's defence 
cooperation with. the US. 

Many of Mr Hashimoto's 
policy initiatives were moves 
which brought down previ- 
ous, and lesser, Japanese 
leaders. But. as Min eko Tak- 
ahasM, a social worker, said: 
"It is impossible for us to 
remember those sort of 
things. ..for ordinary folk 
we could only see things get- 
ting worse." 

For Mr Hashimoto, one of 
the most bitter ironies of 
yesterday’s humiliating 
defeat was the result of his 
party’s efforts to increase 
voter turnout by extending 
voting time by two hours, in 


the previous upper house 
election, in 1995, .voter turn- 
out was a record low 44 per 
cent This time, whether ft 
was the extra time or the 
unusually mild mid-summer 
weather, voter turnout was 
up to about 60 per cent, 
exceeding all predictions. 
But they did not come out to 
vote for the ruling party. 

One of the most significant 
changes in sentiment could 
be seen In Yamanashi. a for- 
mer LDP stronghold and for 
decades a prime beneficiary 
of generous public works 
spending and political 
patronage. 

"Yamanashi is very con- 
servative and the LDP is 
very powerful," said Eisaka 
Osawa. a retired business- 
man. "But This time things 
were different. . . the econ- 
omy wasn't doing so weQ, 
and it really seemed people 
wanted change. And there 
was that problem with Mr 
Hashimoto's prevarication - 
especially on things like 
taxes.” 


Embattled party 
faces tough task 
to fill the void 

There are likely to be few takers for the 
premier’s job, writes Michiyo Nakamoto 


P rime Minister Ryutaro 
Hashimoto is unlikely to 
survive beyond midday 
market trading today. By 
then Japan's ruling Liberal 
Democratic party will have 
begun the search for a new 
leader. 

This will be a tough task 
for the faction-ridden LDP. 
Mr Hashimoto survived in 
large part because there are 
few takers for his job. 

But tbe LDP will need to 
act quickly. Failure to do so 
will lead to policy paralysis, 
provoking market turmolL 
‘‘The markets may fevour 
the feet that Hashimoto is 
resigning.” says Takayoshi 
Miyagawa, a political ana- 
lyst 

"But the LDP will have to 
act quickly in order not to 
create a political vacuum.” 

F illing the void will not be 
an easy task in the consen- 
sus-driven world of Japanese 
politics and Mr Hashimoto’s 
likely removal will trigger a 
big power struggle within 
the party between his few 
supporters and the more 
conservative factions that 
have sought to undermine 
him 

“The question of my 
responsibility is something I 


will decide.” said a shattered 
Mr Hashimoto last night, 
giving no hint of which way 
the party would swing. "I 
will convey my own decision 
to the executive board, based 
on the final results.” 

Keizo Obuchi, foreign min- 
ister and leader of tbe larg- 
est faction in the LDP. and 
Seiroku Kajiyama, wbo has 
led the anti-Hashimoto camp 
in the party, are seen as the 
most likely candidates to 
succeed Mr Hashimoto. 
Yohei Kono, a former LDP 
executive, is also a front- 
runner. 

Mr Obuchi leads the larg- 
est faction in the LDP and. 
going by the convention of 
seniority, he would be in line 
to succeed the premier. How- 
ever, Mr Obuchi is widely 
considered to lack the lead- 
ership necessary to pull 
Japan through one of tbe 
most troubled periods in Its 
post-war history. 

He is also disadvantaged 
by his support for Mr Hashi- 
moto and the current LDP 
secretarial. Koichi Kato, sec- 
retary-general of the LDP, 
and Taku Yamasaki, the par- 
ty's policy chief, have both 
indicated they are prepared 
to resign to take responsibil- 



Die names in play: {clockwise from top left) Sarofcu Kajiyama, K&chi Myazawa, kingmaker Yaafrfro 


Nakasone, Keizo Obuchi, and Yohei Kono 


ity for the disastrous elec- 
tion. 

Minora Morita, a political 
analyst says the LDP needs 
to send a strong signal to the 
public that it has reversed 
policy from one of fiscal 
stringency to one of expan- 
sion, and implement mea- 
sures to reflate tbe economy. 
Mr Kajiyama is seen as an 
effective candidate to carry 
such a policy. 

However, while be has the 
support of former prime min- 
ister Yasuhiro Nakasone, 
who is emerging as tbe LDP 
kingmaker, he does not have 
a strong following within the 
party. He has also made pro- 
vocative statements about 
financial issues, such as rais- 
ing the discount rate to help 
pensioners - a move that 


would have a devastating 
effect on much of Japan's 
heavily indebted corporate 
sector. 

LDP leaders may decide, 
though, to bring back one of 
its old. guard - Mr Nakasone, 
Kiichi Myazawa or Noboru 
Takeshita. 

Whatever the outcome, 
yesterday's humiliating 
defeat in elections for the. 
largely ceremonial upper 
house will have negative 
consequences for policy for- 
mation at a time when 
Japan has an urgent need to 
implement legislation to deal 
with its ailing economy. 

Even before yesterday’s 
defeat the LDP depended on 
alli anc es in the upper house; 
now it will seek them even 
more desperately. And while 


Associated Press 

the LDP holds a majority in 
the more powerful lower 
house, there win doubtless 
be strong calls for general 
elections (the party is not 
obliged to hold such elec- 
tions before autumn 2000). 

"The party will have to 
call for general elections 
early to secure the support 
of the public,” said Minoru 
Morita, a political analyst. 

In the short term , tbe mar- 
kets are likely to remain 
unsettled until a new prime 

minister jg ingtaTlori He — 

the LDP remains unrecon- 
structed with no serious 
female contenders - would 
have a freer hand to reverse 
laws mandating the govern- 
ment to cut the budget defi- 
cit and therefore adopt more 
expansionary fiscal policies. 


other,- and by the establish- 
ment of CLS Bank, which 
will provide a global real 
time settlement system. 
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INDONESIAN REFORM NEW PRESIDENT TELLS FOREIGN JOURNALISTS OF HIS 'MISSION IMPOSSIBLE' 


Habibie raises prospect of second term 


By Sander Ttwenes in Jakarta 


Indonesia’s President B.J. 
Habibie has said he may run 
for a second term, abandon- 
ing a pledge made after he 
assumed office in May that 
he would be only a transi- 
tional leader. 

In an interview at the 
weekend with foreign jour- 
nalists he said his main con- 
cern was accomplishing a 
"mission impossible” of 
pushing through political 
reforms and reviving the 
economy. One reform he 
planned would be a two-term 
limit on an elected president. 

"If my term is over next 
year, December, theoreti- 
cally I still have one term I 
have to do,” he said. "It 
depends on the people." 

The president's comments 
coincided with the election 
of Afcbar Tandjung. his pro- 
tege and state secretary, as 
chairman of Indonesia’s rul- 
ing party, Golkar. 

Mr Tanjung’s victory over 
a retired general who is 
thought to have favoured 


impeaching Mr Habibie 
leaves the new president 
secure in parliament, backed 
by the powerful military and 
tolerated by opposition lead- 
ers who thought be would 
not last more than a few 
weeks after taking over in 
May from former president 
Suharto. 

“The most ready govern- 


dismiss him as a lackey of 

Mr Suharto. 

His biggest supporters 
have been in tbe Interna- 
tional Monetary Fund, due 
to release a $lbn tranche of 
credits for Indonesia on 
Wednesday, and the World 
Bank, which released $lbn 
earlier this month. 

Washington has given a 


shooting of four student pro- 
testers and the organised 
riots and rapes in May that 
spiralled into city-wide may- 
hem in Jakarta. 

The independent commit- 
tee poses a challenge to the 
powerful military, whose 
own investigation into the 
events has been undermined 
by a widespread belief that 


The president has not gained much support from the 
Chinese minority, which controls most of the economy 


ment to restore our economy 
is tbe Habibie government," 
said Susilo Bambang 
Yudhoyono, chief of socio- 
political affairs in the mili- 
tary. 

Mr Habibie's political 
reforms - he has freed politi- 
cal prisoners, allowed work- 
ers to form unions and has 
set the timetable for what he 
promises will be democratic 
elections - have also earned 
him acceptance from the 
outside world, who used to 


more cautious nod of 
approval but Japan, Ger- 
many and others have sung 
his praise. 

“We’re going to change,” 
the president said. . "Nice 
ehr 

Mr Habibie demonstrated 
bis increasing confidence 
and appetite for office by 
announcing at the weekend 
the creation of an indepen- 
dent committee to investi- 
gate the kidnapping of doz- 
ens of political activists, the 


soldiers were among the cul- 
prits. 

"It shouldn’t be the mili- 
tary investigating the mili- 
tary." said Dewi Fortuna 
Anwar, the president’s press 
secretary. 

But Mr Habibie has not 
gained much support from 
the country's Chinese minor- 
ity, which controls more 
than two-thirds of the econ- 
omy and which bore the 
brunt of the economic van- 
dalism that hit Jakarta as 


Suharto lost his grip on 

power. 

The president, openly criti- 
cal of the Chinese in the 
past, has promised not to 
discriminate but also 
stacked his cabinet with four 
ministers known to be anti- 
Chinese. 

Mr Habibie also said he 
backed decentralisation of 
power and government reve- 
nues as a way to appease 
restless regions in the archi- 
pelago. But he said Indon- 
esia would remain a unitary 
state rather than become a 
federation. 

An electoral law, being 
drafted, would mix district 
and proportional elections to 
improve links between vot- 
ers and their representa- 
tives. Mr Habibie earlier 
offered limited autonomy to 
East Timor, which was 
annexed by Indonesia in 
1576, but at the weekend be 
said the territory’s “special 
status” would ma tch the 
symbolic powers enjoyed by 
tbe country’s capital and 
two other regions. 


NEWS DIGEST 


AUSTRALIAN SENATE 


Setback for Howard as 
Telstra sale blocked 

7he upper house of Australia's parliament blocked at the . 
weekend controversial legislation to privatise foe remaWng 
two-thirds of Telstra, the tetecommunfeadons company. The . 
Senate’s vote against the A$45bn (US$28bn) privatisation 
dealt a fresh political blow to John Howard, Ihe prime minis- 
ter, who proposed the lagistetion as part of his strategy for an 

early eteettan. A third of Telstra was privatised earOer tWs 
year. 

The government said it would only proclaim the legislation 
after winning ihe next election and would use most of the 

proceeds of the sale to retire public debt But Mr Howard has 
also been Hying to woo voters with promises of a “social 
bonus” from the proceeds, particularly in rurai areas whoe 
PauSne Hanson, an extremist politician, has made strong 


Mr Howard is expected to resubmit the bfll to the Senate, 
but must first win the support of two independent senators. 
The government earlier fifis month pushed through amend- 
ments which watered down land rights legislation, after the 
Senate twice r ejected the bill. Our International Staff 


HUMAN RIGHTS 


China detains dissidents 

China yesterday continued to hold five of nine dissidents 
detained at the weekend for trying to set up an oppostion 
party white US President B1H Cfmton was visiting the country 
last month. The Information Centre of Human Rights and 
Democratic Movement rn China, a Hong Kong-based human 
rights group, said the dissidents had been detained in the 
central city of Hangzhou for attempting to register the “Chi- 
nese Democracy Party" during Mr Clinton's tour of Chfoa. 
Beijing does not allow opposition parties. 

The detentions are likely to provide ammunition for critics of 
Mr Clinton’s policy of engaging China and may cast a differ- 
ent light on the concessions Beijing granted the US president 
in allowing his blunt comments on human rights to be broad- 
cast ffve. James Itynge, Beijing 


KOSOVO CONFLICT 


A 


Serbian forces suffer losses 

Serbian security forces suffered further casualties at the 
weekend in dashes wfth ethnic Albanian separatists, despite 
diplomatic efforts to bring about a ceasefire in the disputed 
province of Kosova Government officials said two policemen 
were killed in attacks on checkpoints along a strategic road 
nmnirg parallel with the border between Kosovo and Albania. 
Rebels of the Kosovo Liberation Army (KLA) have to cross the 
road to smuggle in weapons and fresh recruits. 

Serbia's interior ministry says more than 30 policemen have 
been kilted in Kosovo since Belgrade launched its crackdown 
on the KLA In February. 

About 300-ethnic Albanians, many of them civilians, have 
also died in the conflict. Pro-Independence Kosovo Albanians 
claim to have inflicted heavy casualties on Yugoslav army 
units. Serbian journalists believe the government is trying to 
conceal losses in the army because of the growing number of 
young conscripts who are deserting or refusing to do military 
service. Guy DinmCre, Belgrade 


E-COMMERCE SOFTWARE 

UK and Germany head demand 

Germany and tire UK will by 2002 account for 43 per cent of 
the European market for software which enables on-line 
stores to conduct business electronically, according to a Lon- 
don-based market research company. 

Datamonitor predicts that spending on e-commerce soft- 
ware in Europe will Increase at an average annual rate of 41 
per cent over the next four years, to reach S285m in 2002- 
The increasing use of e-commerce will be one of the principal 
engines of economic growth over the next 10 years. 

Tbe company says software already represents 11 percent 
of tiie total investment made in e-commerce, but that further 
software investment will be required if companies are to 
exploit e-commerce to the full. Site maintenance accounts for 
more than a third of the cost of Turning an e-commerce 
site. Paid Taylor 
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GENERAL MOTORS 


Strike talks still at impasse 

Talks aimed at settling the strikes that have erfopted produc- 
tion at General Motors, the largest US carmaker, continued 
over the weekend - with little prospect of an early settlement 
Richard Shoemaker, who has ted the negotiations for the 
United Auto Workers, said the two sides were still some dis- 
tance apart 

There had been speculation that GM would seek urgently to 
resolve the strikes to enable production to resume after the 
traditional two-week summer shutdown - due to end today. 
However, even if an agreement was struck It would need to 
be ratified by UAW members, making an Immediate produc- 
tion restart unlikely. The strikes have already cost GM 
$1.18bn in the second quarter, and analysts estimate the daly 
ton w8l be $5Qm-$75m. NNdd Tatt, Chicago 


HORN OF AFRICA 

Ethiopia deports Eritreans 

Ethiopia has deported 1,000 Eritreans who Addis Ababa sad 
were a threat to state security, inflaming tensions in the bor- 
der dispute between the two Horn of Africa countries. Tire 
expulsions cane as Isayas Afeweriti, Eritrean president, told a 
television station that be was ready for a televised debate 
with hb Ethiopian counterpart Metes Zenawi, on foe conffict 
Some 1,045 Eritreans, including members of the Eritrean 
People’s Liberation Front foe governing party in Eritrea, were 
deported last month. Some of them were accused of spying 
for Eritrea. Eritrea has deported 4,400 Ethiopians since the 
outbreak of the conflict in May. Reuters, Addis Ababa 


TEHRAN TRIAL 




Mayor claims his innocence 

The mayor of Tehran, on trial tor embezzlement, told a court 
at the weekend that he was innocent and had always acted In 
the best interests of the city. Ghotemhossein Kartwschi, a 

powerful supporter of moderate President Mohammad Kha- 
tami, defended hb nine-year tenure at the head of the Iranian 
capital and argued he had sought no personal advantage 
from his position. 

The charges against Mr Kaibaschi include embezz&tg more 
than IFn4fibn ($4.8m), receiving bribes, mishandling pubOc 
property and improper conduct of government transactions. A 
vereflet b expected within two weeks. If convicted, foe mayor 
could face a long Jail term, a big tine and a ban from govern- 
ment positions. Reuters, Tehran 
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The Russian government’s 

talks "with the Inte rnational 
Monetary Pond ended last 

night without clinching a 
final - -agreement about . a 
multf-WDkm dollar flnnnHai 
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But in an. upbeat state- 
ment, the government 
the’ two sides had agreed 

_ —“about: all- the. main ques- 
tions of principle " and would 
announce today what steps 
needed to be taken next 
Officials suggested a for- 
mal agreement with the IMF 
could.be reached very soon. 
A related deal with the. 
World -Bank,, which could 
lead to the release of up to 
$1.5 bn, already appears to 
have been agreed. - 
Nevertheless, the news is 
bound to disappoint Russia’s 
financial markets, which 
had been led to believe by 
government statements that 
an IMF-led agreement could 
be concfruled by yesterday. 
Political uncertainty - In 
Jtqpan is also likely to buffet 
world ' financial markets 
todayl ; 

Sergei KMyenko, prime 
minister, yesterday held 
extensive talks with John 
Odling-Smee, head of the 



$ 


KMywiiOK extensive talks with 
*MF European department bead 

IMF’s European depar tmen t, 
in an attempt to finalise a 
deal after two weeks of nego- 
tiations. The Russian gov- 
ernment is seeking addi- 
tional support from the IMF 
to bolster the central bank’s 
reserves. 

Earlier, Russian officials 
said the . talks had entered 
. their final stage and could be 
concluded yesterday. Senior' 
ministers, including Anattfly 
Chubais, Russia’s chief nego- 
tiator, talked .thoughoui the 
weekend with international. 
Monetary Fund and World 

'Rank nfffriala 


leaders to enlist their' sup- 
port for additional financial 
aid for Russia. After talkin g 
to Mr Yeltsin, Mr HasMmoto 
said he would back the Rus- 
sian government’s imple- 
mentation of its anti-crisis 

“I expect the g o vern m ent 
led by the president stead- 
fastly to undertake domestic 
reform,- he said: 

Russian officials have 
been aiming to put together 
a financial s upport parf»»gg 
of up to $20bn from the IMF, 
World Bank, the Group of 
Seven leading industrial 
countries, and comm ercial 
banks.- - 

Russia’s lower house of 
parliament will this week 
debate the government's 
anti-crisis programme. 

E di torial c opwid , Page 15 


suffer losses 


Russia’s troubles fuel fears of 
German business community 

Nightmare tales of contacts with Germany's biggest trading 
partner underlie the anxieties, writes Frederick StQdemanri 
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A s the latest bout, of 
rumours from Moscow 
pushed the -D-Mark 
down against the dollar, tim 
diagnosis from the markets 
seemed clean , when Russia, 
or Its president, catches a 
cold, Germany sneezes. 

At. firm glance this link 
seems understandable. Ger- 
many has long been Russia's 
b igg est trading partner «n’fl 
is today jdso its biggest cred- 
itor. Politically, both sides 
have tfadSticnally placed a 
premium on good bilateral 
relations, .often to the offi 
cem - ami sometimes at the 
expense _-df those oentral 
send eastern European court-: 
tries which lie between v 

them.. . . . ■ -■ ... 1 , . 

On closer Inspection, how- 
ever, things are not so 
dear-cut Trade with Russia 
has been growing steadily in' - 
recent years, rising by over 
20 per cent in 1997 according 
to Deutsche Bank, Ger- 
many's biggest bank, which 
claims to handle around one- 
third of trade transactions.. 

But - although trade . 
between Germany and Rus- 
sia totalled DM2B.9bn 
(*l<L3bn) last year, Russia 
still accounts for only a 
giyaii fraction of Germany’s 
total trade. Exports to Rus- 
sia axe . only 1-9 per cent of 
total German exports or less 
tbap 05 per cent of GDP. 

Thomas Mayer, chief econ- 
omist at Goldman Sachs; 
says that on this basis "an 
exports, would have to be 
stopped for: there to be an 
effect” bn the German econ- 
omy. He says Germany’s 
flrumrfal exposure to Russia 
is more worrying as it is 
equivalent to roughly IS per 
cent of the capital of German 
franks; or one year’s profits. 

Germany accounted for 
$3&5bh, or 59 per cent, of . 
Russia’s total exposure to 
western- tamfcn of JELSbn at . 
the end erf 1997, according to 
the Bank of International 
Settlements. Exposure of 
German banks to Russia is 
roughly- double that to 
Indonesia, Thailand, Malay- 
sia, South Korea and the 

Philippines together. 

“1 do not see a catastrophe 
if exports go down. But the 
[finandalj exposure is very 
strong and that could be 
problematical,” says Mr 
Mayer. But even then the 
problem would be “manage- 
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able”, and he. stresses that 
one would have to make sev- 
eral assumptions before, 
directly finking- problems 
Russia may have paying its 
debts to a drop in the 
D-Maric. ' 

This does not. however, 
detract from the palpable 
mood of gloom which' has' 
descended on commercial 
relations 'between Germany 


The fears are not so much 
centred around trade, which 
still focuses on export of raw 
materials from Russia and 
Import of . finished goods 
from Germany. “This rela- 
tionship has not really 
changed in . the last 20 
years,” says one Moscow- 
based German banker. What 
bag changed, he says, are 
the numbers which have got 
bigger “even in a time when 
everyone thought the whole 
place ERussial was falling 
apart It is astonishing” 

T he problem is more the 
perceived risk of actu- 
ally doing business in 
Ru ssia Nightmare anecdotes 
of strong-arm tactics by 
regional governments or 
criminals are a recurrent 
topic of discussion among 
Germans in Moscow.. . . 

Particular . favourites 
include the tale of a Gentian 

company which "lost con- 
trol" of its joint venture 
when Its Russian partner 

emerged as the dominant 
shareholder after a clandes- 
tine capital increase. Other 
examples involve the frees- 


• ingdf company accounts by 
zealous tax officials. to such 
j casefe resorting to the courts 
- is tf drawn-out, uncertain 
and costly process. 

Worries about the legal 
andiax framework are not 
limited to German compa- 
nies. But Germans are. often., 
more likely to be put off., 
The Germans think more 
strategically and more 
long-term. For that they 
| want' everything to be in 
order before they start, it's 
different with the US compa- 
nies who are prepared to get 
in.and out quickly,” says a 
German consultant In 
Moscow. Whether such fears 
' will lead to a drop In direct 
i T vw x a wiiAiYt by German com- 
panies is unclear. The eco- 
nomics ministry In Bonn 
says recently revised statis- 
tics actually show a rise In 
direct- investment from 
DM148m in 1998 to DM218m 
in 1997: 

Nevertheless, German 
Investment in Russia still 
trails that of other.- western 
countries, and the German 
business community in 
Moscow says there is now a 
greater mood of caution. 

This is particularly true 
for the M itelstand, the small 
arid medftsp -sized company 
sector, which lacks : the 
finanriHl punch and lobby- 
ing power of big groups, 
such as Siemens, Daimler 
Benz or Ruhrgas. “For the 
medium-sized companies the. 
time Js simply not right yet. . 
The risks are too big," says a 
German diplomat. 


EU in Burma law protest 
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By Raney Dhub* 

Cooperation between the US 
and the European Union on 
foreign policy is bemg hm- 

dered by a Massachusetts 

law imposing s**? 0 !*^ 
mrnnanies that do business 
in-Burma,' the EU.saSi to E 
brief filed with the US Dis- 
trict Court to Massachusetts. 

The EU opinion is to sup- 
port Of a case brou^Jt 
against the Massachusetts 
lawby the National Foreign 
Trade Councaje^enttn^ 
US raportera- The EU sald 
was also concerned that the 
proliferation of 8tat ® 
local sanctions wouia 


"greatly increase the difficul- 
ties that the EU has endow*- 
tered to dealing with the US 
on policies towards thfrd 
countries”. . 

The so-called "selective 
-purchasing” law, .adopted in 
1996, denies most state con- 
tracts to companies doing 
business In Burma-. 

"Hie,.- -law entails sec- 
ondary boycott provisions 
targeted art at the jegtae to 
gonna, but at national s of 
third countries," the hritf 
aays. Its -adverse effects 
have become one of the lead; 
- ing issues. a s the E P andUS 
talk about Burma, focusing 
the governments on tne 


Trilateral conflict instead of 
bow to deal with the regime. 

The ED has held consulta- 
tions with the US to . the 
WTO over the law, arguing 
that the US is not honouring 
its commitments under toe 
WTO’s government procure- 
ment agreement Massachu- 
setts lawmakers have been 
negotiating a c omp rom ise. 
But Byron Rushing, the leg- 
islator who. introduced the 
Burma law, has said he will 
not support the com p rom i se 
If toe EU. files a brief to. 
opposition to the state. 

The brief says 'toe EU Is 
determined to put . direct 
pressure Burma. 



over cotton dumping duties 


By Ned Bucfcfey in Brussels 


Mr Ktriyehko was last 
night expected to fly to 
Tokyo to secure bilateral 

assistance of up to $1.5bn 

from the Japanese govern- 
ment But bis plans were left 

to doubt aftiy the electoral 
setback for Japan's Liberal 
Democratic party threatened 
Rytttaro Hashimoto's posi- 
tion as prime minister. 

On Friday, President Boris 


Eight European Union states 
will today accuse the Euro- 
pean Commission of flouting 
the wifl of the majority of 
EU members by imposing 
controversial anti-dumping 
duties on cotton imports 
from six countries for the 
second time, ■ 

Dong Henda-son, UK Euro- 
pean affairs minister, will 
issue a. protest over toe EXTs 
most contentious anti- 
| .dumping case, signed by 
Austria, Denmark, Finland, 
Germany, Ireland, the 
Netherlands, Sweden and 
the UK at a foreign minis- 
ters’ meeting. 

The statement will say 
that the Commission, the 
EXTs Brussels-based execu- 
tive, made a "regrettable 
decision” by Imposing provi- 
sional, six-month, duties to 
.M a rch on rmhiwwTiPd cotton 


doth from China; Egypt, 
India, Indonesia, P akis tan 
and Turkey. 

Zt will warn that the move 
could have “doubtful conse- 
quences” for parts of the 
Ell's textile industry. 

Italy is expected to launch 
a counter-declaration, possi- 
bly backed by France and 
Spain, supporting the Can- 
mission’s action. 

But the statement from a 
majority of the 15 EU states 
Is an embarrassment for the 
Commission, whose anti- 
dumping unit produced a. 
detailed report justifying the 
measures, and for Sir Leon 
Brittan. commissioner 
responsible for the unit. 

’The Commission is twist- 
ing in the wind over this 
one," said one EU diplomat 

The declaration is being 
mafli* now as the Commis- 
sion is expected to issue pro- 
posals today or tomorrow to 


turn the duties into defini- 
tive, five-year measures. 
Under EU law, that step - 
unlike imposition of six- 
month measures - requires 
a positive vote' from minis- 
ters. 


able and unenforceable. 

Brussels has investigated 
three consecutive complaints 
from Eurocoton, the EU tex- 
tile lobby, of dumping by the 
cotton exporters. 

Eurocoton says below-cost 


Eight states have signed a statement 
to be issued at today’s foreign 
ministers’ meeting protesting at 
Brussels’ ’regrettable decision’ 


Attempting to defuse the 
controversy, the Commission 
will propose seeking mini- 
mum price undertakings 
from cotton producers in toe 
six countries, instead of 
punitive duties. But oppo- 
nents say price undertakings 
from such a large number of 
producers would be unwark- 


imports of unbleached cot- 
ton - raw materia] for a vast 
range of textiles products - 
threaten thousands of Jobs 
in Europe's weaving indus- 
try. But the dying and finish- 
ing industries say raising 
the cost of their raw mate- 
rial would cost many more 
jobs in their sectors. 


The Commission rejected 
the first complaint, but 
imposed provisional duties 
after a second investigation 
last year. 

Ministers voted against 
making those measures 
definitive, despite a personal 
intervention by French Pres- 
ident Jacques Chirac, who 
promised during France's 
general election to protect 
textiles jobs, 

A third investigation 
opened last summer, and the 
Commission reimposed pro- 
visional measures in March 
- although only five member 
states supported the move in 
an EU advisory committee, 
with one abstention and 
nine voting against. 

The six countries depend 
heavily on the cotton trade, 
and some have hinted at 
World Trade Organisation 
action if definitive duties are 
imposed. 


QUAD GROUP NEGOTIATORS FROM US, EU, JAPAN AND CANADA BEGIN ROUND OF TALKS 


New drive to liberalise services trade 


By Bhmnt Mden fin Toronto 

Negotiators from the 
European Union, the US, 
Japan and Canada have 
begun consultations on the 
next round of international 
negotiations to ramovB barri- 
ers to trade In services. 

In a meeting in Ottawa 
last week, representatives of 
the four — the Quad gr oup - 
agreed to further meetings 
in the autumn aimed at find- 
ing a consensus on how the 
nprrt round of taiiw in the 
World Trade Organisation 
should proceed. 

WTO countries are com- 
mitted to beginning new ser- 
vices negotiations by 2000, 


and toe four are seeking 
broad areas of agreement to 
help them persuade develop- 
ing countries to adopt an 
ambitious agenda. 

An EU official said there 
was a ^pretty high degree of 
overlap” among the goals, 
though each has yet to 
decide fully on its own prior- 
ities. 

• The 1993 Uruguay Round 
agreement brought service 
industries under multilateral 
trading rules for the first 
time, and further agree- 
ments were subsequently 
concluded In financial ser- 
vices and telecommunica- 
tions. 

But those agreements in 


most cases did little more 
than commit countries not 
to erect further trade barri- 
ers. The US and EU ran into 
sharp disagreements over 
the inclusion of entertain- 
ment industries and mari- 
time services, while most 
developing countries made 
only mtahnai commi tme nts. 

“There was very little lib- 
eralisation in toe first 
round, ” said Claude Barfield, 
an economist at the Ameri- 
can Enterprise Institute. “At 
toe moment you’ve got a 
standstill, but now there's a 
need to actually liberalise." 

While the US private sec- 
tor is generally pleased with 
the last round of service 


negotiations, “we have a 
very hard time telling what 
n»n wimwiihnmis are," said 
a US negotiator. 

Both toe US and EU are 
considering whether the 
s tr u ct u re of the agreement 
should be changed from a 
so-called positive list, under 
which only those measures 
specifically listed are liberal- 
ised. to a negative list which 
would liberalise everything 
not specifically exempted. 
That negative model was fol- 
lowed in the 1992 North 
American Free Trade Agree- 
ment, which went much fur- 
ther than the Uruguay 
Round in liberalising ser- 
vices trade. 


Negotiators will also have 
to decide whether to proceed 
sector-by-sector, as in the 
financial services and tele- 
communications agree- 
ments. or try to put together 
a broad deal covering all the 
main areas. 

Participants in the meet- 
ing said there was general 
consensus that the negotia- 
tions should be as broad as 
possible. 

The Quad group is also 
considering new areas for 
inclusion in the next round, 
such as air cargo and other 
transport services, courier 
services, electrical and water 
distribution, and electronic 
commerce. 
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MIDDLE EAST PEACE PROCESS WASHINGTON ASKS PALESTINIANS TO ACCEPT WATERED-DOWN PLAN ; . .. ■ 

US backs Israeli withdrawal terms 


By Judy Dempsey and Mart 
Hutoand in Jerusalem 


The US is attempting to end 
the deadlock in the Middle 
East peace process by back- 
ing a plan that bows to 
Israeli reluctance to hand 
parts of the occupied West 
Bank to the Palestinians. 

Washington is pressing 
the Palestinians to accept a 
plan under which Israel 
would hand over only 9 per 
cent of the West Bank to 
their control. 

If the Palestinians agree. 


they wilt control 30 cantons 
in the West Bank, separated 
from each other by by-pass 
roads Tor the Jewish settlers 
and cut off from Jerusalem 
and the Gaza Strip. 

The proposals, drawn up 
by Israel and foisted upon 
the US, amount to a watered- 
down version of an earlier 
Washington plan. That plan, 
never officially publicised, 
suggested Israel hand over 
13 per cent of the West Bank 
to the Palestinians in the 
delayed second troop pull- 
back. 


Madeleine Albright, US 
secretary of state, believed it 
was a workable compromise, 
capable of bridging the gap 
between Israeli and Palestin- 
ian expectations. Israel 
claimed, for security rea- 
sons. it could not hand over 
more than 9 per cent of land 
while the Palestinians origi- 
nally expected getting 
around 30 per cent in the 
troop pullback. 

Less than 3 per cent or 
Area A of the West Bank, is 
under full Palestinian con- 
trol Some 26 per per cent. 


Area B, is under Palestinian 
civilian administration but 
Israeli military control. The 
rest. Area C. is under the 
military control of Israel, 
which also controls all build- 
ing activities. 

Yassir Arafat. Palestinian 
Authority president, 
accepted Washington's 13 
per cent package, but no 


The US intends to "dress 
up" the new package by 
arguing that the amount of 
land being handed over to 
the Palestinians does not 
deviate from Washington’s 
original proposals. . 

In practice, Israel will 
hand over 9 per cart of land, 
but the other 4 per cent 
would be given a new status 


certain civilian areas. “We 
will never get this land," 
said MrErekat 
Mrs AIhright, in the mean- 
time., has called on Israelis 
and Palestinians to bold 
face4o4hce talks. Talks were 
cut- off in March 1997 when 
Israel started building a new 
Jewish settlement at Har 
Homa , in east Jerusalem.- 


peace 

By Adam Thomson in Bogota 


less. “We are not prepared to. - "Area D”. It wfll include 
accept 9 per cent," said Saeb land located close to the 
Erekat, Palestinian chief Jewish settlements in the 
negotiator who last week West Bank in which Israel 
held talks in Washington will have full military 
with Mrs Albright. authority and control over 


“The US wants to be in the Ian representatives, raising 
position of blaming 'either hopes of an initiative to end 


By Adam Thomson in Bogota against- the , army.,' The 

— : r * — .■« escalating conflict >has 

Colombian Ieftwiag claimed thousands oL&ves 
guerrillas yesterday began and is estimated to bost the 
tqi Trc in Germany with civil- . . country at least two percent. 
Ian representatives, raising age points in gross domestic 
hopes of an' initiative to end product growth WJiyyear. 


Nigeria set to 
put off return 
to civilian rule 


By Michael Holman 

General Abdulsalam 
Abubakar. Nigeria's military 
leader, is expected to 
announce a postponement of 
the promised October 1 
handover to civilian rule in 
a national broadcast early 
this week, officials dose to 
the regime said last night 

The decision Is likely to 
prompt an angry response 
from the regime's opponents, 
led by the National Demo- 
cratic Coalition (Nadeco), 
which at the weekend called 
on the military to hand over 
power to a transition govern- 
ment 

‘The best thing is for them 
[the military] to go and since 
they chose for themselves 
October 1, 1998, we are say- 
ing the military should go on 
that day and hand over the 
governance of this country 
to. . . the government or 
national unity," Abraham 
Adesanya. chairman of 
Nadeco, said in a newspaper 
interview. 

He proposed that it would 
rule for four to five years 
and set up a new electoral 
co mmiss ion that would call 
for the creation of new politi- 
cal parties. “It is a transition 
government But it is a tran- 
sition managed by civilians, 
not military.” he added. 
Military officials last night 


said that the proposal was 
“unrealistic”, adding that 
they expected Gen Abubakar 
would win backing from the 
VS. Britain and the Com- 
monwealth for a six-month 
extension to the handover 
date originally set by Gen 
Sani Abacba, the military 
leader who died last month. 

Tension in the country 
eased over the weekend 
when Chief Moshood Abiola, 
detained winner of the 
aborted 1993 presidential 
elections, was buried with- 
out incident at his Lagos 
home after a post mortem 
found that be had died of 
natural causes. 

His sudden death last 
Tuesday in the middle of 
negotiations with a team of 
US officials to agree terms 
for his release sparked riot- 
ing in which an estimated 60 
people died. 

The violence was largely 
confined to Lagos and Iba- 
dan, Abiola’s political 
strongholds, where feelings 
were running high. 

The post mortem per- 
formed at the family's 
request by experts from 
Britain, the US and Canada 
showed Abiola died as a 
result of long-standing heart 
disease. 

“After a detailed review of 
.the .observations of wit- 
nesses present at the time of 





... . 




Students pray and sing at Abiola's graveside at his Lagos home yesterday. The detained opposition 
leader died from natural causes, intern a t i onal pathologists said ■ Associated Pn 


death, we believe that poi- 
soning is extremely 
unlikely." the team said. 

However, they said it was 
beyond the scope of its 
investigation to answer the 
question - raised by many of 
Abiola's sympathisers and 


family - of whether he 
would have died if he bad 
received adequate medical 
care in detention. 

“We believe that these 
concerns are understandable 
and -deserve uftirtbgr . consid- 
eration." they said/ 


side if the peace process col- 
lapses,” said Mr Erekat. 

A Cry tor Freedom, Page 9 


Clinton 
faces 
battle on 
vetoes 


President B ill Clinton and 
the Republicans are heading 
for a spate of veto fights 
over abortion, , schools and 
other issues that both hope 
will help them win Novem- 
ber’s battle for control of 
Congress, AP reports from 
Washington. 

The House of Representa- 
tives returns this week from 
Its July 4 recess to join the 
Senate, which- came back 'a 
week ago. With perhaps 40 
voting days left tins year. 
Clinton administration veto 
threats have been made or 
are expected against about 
40 bills. Many are aimed at 
minor legislation, and few 
vetoes wfll actually occur. 
Most of the bills win be mod-, 
ified or will not ba sent to 
the president But with each 
party looking to rouse its 
voters, neither will flinch 
from a few high-profile veto 
battles. 

Senate minority leader 
Tom Daschle, a Democrat, 
called veto fights “a win for > 
Democrats" and said: The ; 
president is in a much stron- 
ger position to frame the 
issues than Republicans are. 
He has the bigger soapbox.” 
The duelling begins on 
Wednesday, when the House 
plans a vote on whether to 
override Mr Clinton's June 
23 veto of legislation ixnpas- 


more than 35 years of armed 
conflict. 

The second largest of Col- 


Many observers v dow 
expect Mr Pastrana iohoM a 

period of dialogtfe ;«2tirthe 


ombia’s rebel groups, the - leftwing groups: Before-, win. 
NationaJ Liberation. Army ning the presidential; ejec- 


(ELN), met 42 representa- 
tives of Colombian society, 
incl u ding members of labour 
unions, the private sector 
and the clergy, in Mainz to 
discuss a framework for an 
eventual' peace negotiation. 

The talks, which continue 
today and tomorrow, are the 
first concrete sign in recent 
years that the rebel group is 
willing . to lay the ' founda- 
tions for future peace negoti- - 
ations. 

Last Thursday, Andres 
Pastrana, the president-elect. 


turns op. June 2fc Mr'fas- 
trdna pledged _'to'co£ftuct 
talks personally with" tht^i 
guerrillas and seek a lasting 
peace. 

The period of improved 
relations follows four, -yearn 

of failed peace, attempts' by 

the departing government of 
President Ernesto Sa m per. 

A number of corruption 
scandals - including the 
alleged Sow of 36m of . drugs 
money to Mr Samper’s 1994 
presidential campaign jf . left 
the government weak and 


announced that 'he .bad met without a firm basis on 
leaders of the Revolutionary . which: to negotiated As a 
Armed Forces of Colombia result, guerrillas rriect|d Mr 
(Fare), the oldest and largest Samper’s' offers of peace 


of the guerrilla armies. 

“In the meeting. 1 
expressed. . . the determina- 
tion of the government 
which I will lead as of 
August 7 to find the appro- 
priate paths for building a 
lasting and stable peace," be 
said after the talks. ’•••-*• 

Mr Pastrana said he would 
comply with Fare demands 
to de-militarise five munici- 
palities as one of the condi- 
tions for peace talks to start 
And he said negotiations 
with. Fare .wonjd .hegin- 
wi thln sO days of his govern- 
ment taking office. 

Colombians see the two 
parallel initiatives as the 
most promising peace .devel- 
opment in years. The vari- 
ous guerrilla groups - the 
region's oldest t have grown 
stronger recently, with a - 
series of military successes 


talks, arguing that; Jus 
administration was fileglti- 

qptimlsm, peace Is likely to 
remain a long-term project 
The moves by the guerrillas 
are promising but'. there 
many thorny . issues^to; .dis- 
cuss. High on the agenda 
will be political and agrarian 
reform, as well as the cram- 
try’s energy policy, particu- 
larly with regard to the role 
of foreign oil companies-" 
Speaking' about the Mainz 
meeting with the BLN, Luis 
Augusto Castro, the Colom- 
bian Catholic Church’s dele- 
gate. said: “It is ah initial 
meeting in which many 
people are going to take 
part. It is difficult to reach 
grand conclusions, but ft Is iW 
first, step and that is pesfi* 
five.” • 


INTERNATIONAL CORPORATE GOVERNANCE 


Conference fails to agree global 
code for business standards 


By Roger Taylor 
in San Frandsco 


The international body that 
seeks to Improve standards 
of business management 
worldwide last week failed to 
agree on a statement of 
global corporate governance 
principles. Its meeting high- 
lighted the huge difficulties 
in generating codes of busi- 
ness practices applicable 
across national borders. 

The third annual meeting 
or the Internationa] Corpo- 
rate Governance Network, 
held in San Francisco, 
accepted only a skeleton ver- 
sion or the statement as an 
“exposure draft" to be circu- 
lated to members for further 
comment. 

The conference struggled 
to agree on even the most 
innocuous of statements. It 
rejected a clause calling on 
companies to “endeavour to 
outperform their global 
peers over the long term" 
after a delegate from France 
wondered if it was appropri- 
ate or fair to set such 
demanding standards. 

Some speakers attacked 


the proposed statement of 
principles for being overly 
influenced by US thinking 
and said it failed to take ade- 
quate consideration of inter- 
national differences, such as 
the system in Europe of hav- 
ing an executive manage- 
ment board separate from 
the board of directors. 

There was also concern at 
the proliferation of bodies 
issuing statements of princi- 
ples oo corporate gover- 
nance around the world. In 
particular, some delegates 
suggested the ICGN should 
work with the Organisation 
for Economic Co-operation 
and Development which ear- 
lier this year issued its own 
report on global principles of 
corporate governance, 
instead of drawing ap its 
own separate statement. The 
agreed draft statement con- 
tained seven principles cov- 
ering broad areas of consen- 
sus from disclosure of 
information and equal treat- 
ment of shareholders to pro- 
tecting the environment 
Despite the limited prog- 
ress. conference organisers 
regarded the event as a suc- 


cess. George Kim Johnson of 
the Colorado Public Employ- 
ees Retirement Association, 
and one of the governors of 
the ICGN. said: “At this 
stage we are interested as 
much in intangibles such as 
dialogue and awareness as 
in tangible results.” 

He said he was particu- 
larly pleased with the broad 
international representation 

The conference 
struggled to agree 
even innocuous 
statements 


with a significantly greater 
attendance from Europe and 
Asia Several Japanese com- 
panies including Mitsubishi. 
Sony and Osaka Gas were 
present, as was a large dele- 
gation from Korea. 

Linda Tsao Yaug. US 
ambassador to the Asian 
Development Bank, told the 
conference that much of the 
current economic difficulties 


in Asia could be viewed as a 
failure o£ corporate gover- 
nance. J ~ 

Tadao iSuzuiri from the 
Corporate Governance Com- 
mittee of - Japan presented 
the committee’s statement of 
principles?; completed in 
May. which is now being 
considered for inclusion in 
Japanese stock market list- 
ing requirements. 

Masayoshi; Morimoto. a 
vice-president .of Sony, said 
his company’s radical re-or- 
ganisation of its corporate 
governance had separated its 
management board from its 
board of directors which 
now included three outside 
directors. 

Philippe Jaffre, chairman 
and chief executive of Elf, 
the formerly state-owned 
French oil company, pre- 
faced his remarks to the con- 
ference with' the observation 
that “listening to a former 
French civil servant speak- 
ing about corporate gover- 
nance must seem as 
strange. . . as listening to a 
former member of the Rus- 
sian Politburo speaking on 
democracy." But be went on 


- Associa te d Press ger position to frame the 
issues than Republicans are. 
Supporters of Chief Abiola He has the bigger soapbox.” 
said that his prison diary. The duelling begins on 
extracts of which were pub- Wednesday, when the House 
lished yesterday, detailed plans a vote on whether to 
abusive treatment by override Mr Clinton’s June 
guards, health problems and 23 veto of legislation impos- 
boredom during four \years- - ing; mandatory, spncj^ans^in’ ' 
of solitary confinement.' ’ ‘ - countries or companies ,seti- - 

. ■ '■ — ; ing missile technofogy to 

Iran. The president raid the 
measure would hinder his 

. .. efforts to improve relations 

■w ■ with Iran. ri 

i~\ I ■ With few lawmakers eager 

1111 S\ I to be seen as supporting the 

- longtime US enemy, the 

House and Senate seem cer- 
tain to get the two-thirds 
t majorities needed to ovefr- 

) \ turn the veto. I 

: T . The foliowring week, the 

House probably wflTreverse 
Mr Clinton's October, veto of 
legislation banning a rarely 
used late-term abortion pro- 
cedure that its opponents 
call “partial-birth abortion". 
But a vote by the nfore mod- 
erate Senate is likely to 'fall 
short , ' 

A fight looms over another 
Clinton veto, a bill providing 
2.000 District of Columbia 
children with vouchers 
worth up to $3,200 so -they-- 
can attend private schools. 

Other possible- veto fights 
include bills providing foes 
due to the United Nations, 
which Mr Clinton wants to 
pass but without restrictions 
the bill includes on overseas 
family planning aid; trim- 
ming taxes on savings used 
for private school costs; lim- 
iting the Pentagon's flexibil- 
ity for closing military 
bases; and H anning future 
export to China of US satel- , 

hte technology. 

Because of provisions that 
Mr Clinton opposes, the 
administration also is threat- 
ening vetoes against several 
of the 13 annual spending i 
bills for the fiscal year begin- I 
ning October l. i 


to say that French Investors 
and managers were "starting 
to believe”, .albeit reluc- 
tantly, in the need for corpo- 
rate governance based on 
the principles of shareholder 
value. 

The conference did agree 
on a statement on global 
share voting principles call- 
ing on companies to make it 
easier for international 
investors to vote on com- 
pany resolutions. The state- 
ment calls for companies to 
provide adequate notice of 
votes and to supply transla- 
tions of meeting agendas. 
Also, voting should be made 
as easy as possible with fax 
and e-mail facilities being 
offered where possible. Lob- 
bying by the ICGN and its 
members on this issue has 
produced tangible benefits 
recently, with developments 
in Australia and some Euro- 
pean Countries. 

Last month Australia 
introduced a new law requir- 
ing companies to give at 
least 2S days notice of com- 
pany votes and ensuring 
that investors can register 
proxy votes by fax. 


By Frances Wffiams In Geneva 

Talks on anti-cheating 
provisions for an interna- 
tional pact banning biologi- 
cal weapons will not be com- 
pleted by the end of this 
year, the target date set by 
tbe US and the European 
Union. 

Progress had been “very 
slow" on the core issues of 
checking compliance, includ- 
ing the regime for on-site 
inspections, said Tiber Toth, 
the Hungarian official, who 
chairs the talks, after three 
weeks of negotiations ha 
Geneva. 

“We need more time. Seri- 
ous negotiations do require 
time," he said, noting that 
the 250 pages of the draft 
verification 'pact contained 
3,000 points of disagreement. ' 
The 50-odd countries taking 
part are to reconvene in Sep- 
tember. 

The 1972 biological weap- 
ons convention, which out- 
laws the development, pro- 
duction and stockpiling of 
bacteriological weapons and 
toxins, bias no provisions- t* 
detect and deter cheating; 
unlike later treaties on 
chemical weapons and 
nuclear testing. 

Talks on a verification pro- 
tocol began in 1995 with the 
aim of concluding before the 
140 members of the conven- 
tion hold a review confer- 
ence in 2001. However, the 
US and EIT, backed by oth- 
ers, wanted to complete the 


negotiations by the end of 
1998 so that the protocol 
could be adopted early In 
1999. Britain has offered Lon- 
don as the venue for the 
signing ceremony. 

The US defence depart- 
ment believes that more 
than 10 nations have, or are 
developing, biological weap- 
ons. though only Iraq arid 
Russia, both treaty mem- 
bers, have admitted doing so 
in tbe past. Both deny accu- 
sations that their pro- 
grammes still exist. i A 

Possession of biologic^* 
weapons', such as anthrax, 
hotiiiimim toxin and bubonic 
plague, is particularly diffi- 
cult to check because they 
can be made and stored in 
tiny, quantities . .whietk^an 
' nevertheless kfll large' Bum- 
here of people. ‘ 

As a result, checking com- 
pliance will almost certainly 
have to involve Intrusive on- 
site inspections, of commer- 
cial biotechnology laborato- 
ries as well .as government 
facilities, which has .raised 
fears about protecting- jxure- 
. fated .business- and’ military 
secrets, • V. l i 

Mr Toth said that alxbpst r 
every aspect of tbe inspec- 
tion regime was being 
argued over, including what 
type of inspections should be 
allowed, bow different types 
of inspection should be trig- 
gered. what facilities should 
be covered and how the 
actual inspections should be 
managed. 


v ■ 
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Now, Alcatel takes its place among the world players 
of the space industry. The 1st \u\y 1998, Aicatel 
stren gfhe n s its - rol e .a $ a p r i m e ; :, c o n/rdcfo r. ; i n t h is 
international market combining its space activities 
W itk those of Thomson-CSF, Aerospatiale and Sextant 


Avionique with locations in France, Belgium, Denmark, 
Germany, the Netherlands, Norway, Spain and Switzerland. 
.A new star is : born in the space industry, opening new 
horizons to the worlds of telecommunications, navigation, 
observation, meteorology and science - www.alcatel.com 
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SPENDING REVIEW SCHOOLS AND HOSPITALS WIN 4% INCREASE BUT SQUEEZE j?N - — u. ~~~ — 

Health and education set for funding boost 


By Robert Pestm and 
Nicholas Uiwntos to Loodoa 

Gordon Brown, chancellor of 
tile exchequer, is set to 
announce higher-than-expec- 
ted average spending 
Increases for health and edu- 
cation. He will also reinforce 
a squeeze an public sector 
pay increases. 

Mr Brown will announce 
health and education spend- 
ing rises of 4 per cent a year 
in real terms from 1999 to 


20Q2. There will be a mixed 
reaction among doctors, 
nurses and teachers to his 
announcement on Tuesday 
of departmental spending 
limits from next year until 
the election, following his 
comprehensive review of 
expenditure priorities. 

They are expected to wel- 
come the relatively generous 
settlements for schools and 
hospitals. However, they will 
be alarmed Mr Brown is forc- 
ing pay review bodies, which 


set the pay of 1.8m public 
sector workers, to take on 
“extra responsibilities’* for 
ensuring awards are consist- 
ent with the government's 
2.5 per cent inflation target 
and spending controls. 

The British Medical Asso- 
ciation, the doctors' group, 
said the new remit could 
compromise the review bod- 
ies' independence. "If this is 
a new constraint, we will 
wholly and vigorously 
oppose it," James Johnson, 


chairman of the BMA’s con- 
sultants committee, said. 

Tony Blair, the prime min- 
ister, has insisted the new 
money must be “linked to 
results" and not just provide 
a generalised increase in 
health spending 

Hie state bpaith service’s 
room for manoeuvre will be 
constrained by a significant 
sum being earmarked for 
specific tasks, such as 
improving IT. cutting 
waiting lists, refurbishing 


.hospitals and providing air- 
line-style booking systems 
for operations. 

A 4 per cent real terms 
increase in health spending 
compares with about 3 per 
cent a year on average over 
18 years of Conservative gov- 
ernment and 2.5 per cent 
over its last administration. 
Since coming to 1 power. 
Labour has held down 
spending increases to little 
more than 2 per cent annu- 
ally. 


Education, spending rose 
by just over. 1.6 per cent, 
adjusting for inflation, over 
the last administr ation and 
has feDfin as a share of gross 
domestic: product since the 
election >. down to 4.7 per . 
cent from 4.9 w cent in 
spite of Labour’s pledge to 
increase it 

Meanwhile! a government 

member said it would be 
written into review bodies’ 
terms oTrefisrence that pay 
Increases should be consist- 


: eat with hitting the official 
inflation : target. 1 Awards 
should also be affordable 
under the three-year spend- 
ing limits and. should, not 
'■Conflict with the. govern- 
ment’s primary “targets to- 
output andetricienCy*, such 
as re duc in g class, sizes. 

Mr Brown -hopes the 
reforms wflT“strengthen the 
pay- review system", but 
they will ba criticised hy 
trade unions -and possibly 
resisted, by review bodies, ■ 


Tragedy raises 
hope of end to 
N Ireland stand-off 

There are signs that the Protestant 
Orange Order is rethinking its stance, say 

John Murray Brown and Robert Wright 


W ith every atrocity in 
Northern Ireland, the 
bereaved express the 
hope that their personal loss 
will somehow bring tbe 
region to its senses. It was 
the same yesterday. 

But as news sunk in of the 
tragic fate of the three 
young boys In Ballymoney - 
burnt to death in their beds 
in a sectarian firebomb 
attack - the first signs 
emerged that the Protestant 
Orange Order may be recon- . 
sidering its position. 

William B ingham, a Pres- 
byterian minister and dep- 
uty grand-chaplain of the 
order, said; “The 15-minute 
walk down the Garvaghy 
Road by the Orange Order 
will be a very hollow victory 
in the shadow of tbe three 
coffins of children who 
wouldn't even know what 
the Orange Order is." 

He called on the order to 
"back off' and urged Oran- 
gemen “not to allow these 
colours that we wear so 
proudly to be brought into 
the gutter tike a political 
football used by others for 
an agenda that is not of 
Orange ism". 


Mr Bingham, who voted 
against the Good Friday 
agreement, was a key figure 
in defusing last year’s 
marching crisis and his 
move was greeted with relief 
by David Trimble, who has 
bad a troubled first two 
weeks as Northern Ireland's 
first minister. 

The Rev Bingham was one 
of the four-man delegation to 
talk to Tony Blair, the UK 
prime minister, last week. 
His intervention is the first 
sign that moderate Orange- 
men are prepared to break 
ranks with those at Drum- 
cree. 

Much will depend on 
whether others win follow. 
The County Down lodge yes- 
terday called off its “freedom 
camp" which has been in 
place outside Hillsborough 
Castle, the official residence 
of Mo Mowlam, chief North- 
ern Ireland minister in the 
UK government. There are 
reports that lodges in Fer- 
managh and Tyrone - in the 
west of the region - have 
refused to join the protest 

David Jones, spokesman 
for the Portadown Lodge, 
said Mr Bingham was enti- 




report drop 
in 



By Robert Cbote, 
Economics Editor 


Poflca guard the Balymonay house where three Cathode children died In an arson attack yesterday AP 


tied to his views, but added: 
“I would not really think 
what he has said is going to 
have much influence here." 

Willie Fraser, a member of 
the Markethill district 
Orange Order, said if Porta- 
down Orange Order decided 
to defy a call from the lead- 
ership to abandon the pro- 
test it would have the sup- 
port of local districts. He 
added there was widespread 
grassroots anger against Rev 
Bingham's sermon. “Mr 
Bin gham came out with that 
statement in church. That 
was not the place to make 
that statement." 

If Mr Bingham has no 
influence over the Porta- 
down brethren, Mr Trimble 
would appear to have even 


less - despite Dnimcree 
being in his constituency. 

The worry for him is that 
a continued" protest will 
become a vehicle for union- 
ists who oppose the power- 
sharing arrangements he 
will head with Seamus Mel- 
lon, deputy leader of the 
moderate nationalist SDLP. 

“Let’s not get enthused 
about this peace process - 
about this political process - 
Northern Ireland at the 
moment still hasn't got 
peace,” said Mr Jones. 

The grassroots response to 
tbe latest developments was 
more confused. At the Drum- 
cree church yesterday 
elderly men with bowler 
bats were arriving for the 
morning service, while 


across the fields the army 
chaplain was officiating for 
the encamped soldiers. 

A gaggle of protestors 
shouted abuse across the 
barbed wire to the soldiers - 
wilting them "fenians” - a 
derogatory term usually 
reserved for Catholics. 

One woman, describing 
herself as a “proper loyal- 
ist", complained: “Well have 
it on the breakfast dinner 
and teatime news' and I’m 
sick of 1 1 What about all our 
children that the IRA 
killed." 

But another protester - a 
prison officer from Moira - 
was anxious to suggest hers 
was not the universal view, 
although he was in no mood 
to give up the protest 


Business - confidence 
collapsed to si five-year low 
in the wake of the Bank of 
England’s unexpected deci- 
sion to raise Interest rates 
last month, according to a 
survey by Dun & Bradstreet 
the business information 
group. 

The number of businesses 
expecting to Increase sales 
has. dropped from three- 
quarters to two-thirds In the 
space of a single, quarts*, 
according to Dun & Brad- 
street. This is the biggest 
slide since 1993. 

- The survey of 1,400 finance 
and managing directors was 
carried out between June 10 
and June 26, shortly after 
the Bank's monetary policy 
committee raised interest 
rates to 7J5 per cent. 

The survey provides far- 
ther evidence that the slow- 
down in the economy is 
spreading from the manufac- 
turing sector - which has 
seen its competitiveness in 
international markets - 
squeezed by the strong 
pound - to more sheltered 
parts of tile economy. 

“Far the first time in some 
years, the survey has shown 
a severe drop in confidence 
among the service, retail and 
wholesale sectors,” says 


Phffip Mdlor, DAB’S senior 
analyst “AS more and more 
firms expect further 
Increases in interest rates, so 
business gloom has spread 
from exporters ! into the 
domestic economy.”- 
Confidence has Mien in 
all sectors. Expectations of 
'profits increases are at their 
lowest since 1993 and of 
order book increases at their 
lowest since 1992. Confidence 
in export prospects Is 
unchanged, at its lowest 
sinc6 the survey began 10 
years ago. • 

Oxford Economic Forecast 
ing argues in its latest Eco- 
nomic Prospects publication 
that business investment 
growth is set 'to Ml front's 
per cent in 1997 to 55 per 
’cent this year and less than 
1 1 per cent In 1999. “Even so, 
onr forecast Implies that the 
company sector financial 
deficit continues to widen, 
threatening a sharper slow- 
down if firms react to rising 
interest rates by seeking to 
reduce their debt" 

It expects base rates to 
rise by a further quarter 
point,' sufficient to slow 
growth from 23- per cent this 
year to VI per cent in 1999 
and to keep inflation near 
the government’s 2.5 per 
cent target If rates rise by 
more, the. economy : faces a 
hard landing. 


Cambridge 
to establish 
US-style 
school for 
business 


By Shm Tapeftaed 
Brian GrtomkiLowion 
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Cambridge University is to 
establish a D&style scbool of 

entrepreneurship, signalling 
a *4ump> hi the relationship 
between " business: and 
Britain's "ivy league" unt. 
versifies. 

The school, designed to 
.underpin Cambridge’s cre- 
ation of -a felt- of higb-tech 
industries, could spawn’ a 
generation of self-made mH- 
lionaire scientists who set 
up companies rather than go 
into;university research. 

It will be the UK’s answer 
to the entrepreneurship 
academy at the Massachu- 
setts institute of Technology 
and is likely to be a central 
feature of a planned science 
complex hailed as Cam- 
bridge’s "BUT by the BUI 
[the region's main motor- 
way]”. 

The school, still in its con- 
ceptual phase, emerged from 
wort: by the Cambridge Net- 
work, a group of academics 
and business leaders map- 
ping out a “2020 vision" for 
fheiuglaiL. 

The network concluded in 
a report that while Cam- 
bridge had “generated plenty 
of ideas with market potan.- 
tiaT. it had bean “weak, par- 
ticularly in the last 20 years, 
in creating the balahcfe 
between innovative bril- 
liance and entrepreneurial 
talent ". 

Cambridge has only 
recently established a man- 
agement school, after years 
of ambivalence about busi- 
ness. as an academic disci- 
pline. But the university has 
embraced the business com- 
munity since the appoint- 
ment of Sir Alec Broers, a 
former IBM executive, as 
vice-chancellor two years 
ago. 

Hermann Hauser, the mil- 
lionaire founder of Acorn, 
tbe home computer pioneer, 
is Instrumental in the plan- 
ning process and says the 
central idea is to make Brit- 
ish scientists more entrepre- 
neurial. 
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OF ANGLOGOLD 


Comrade Bobby: a man 
respected by his workers 


Victor Mallet meets the boss who cut 
thousands of jobs in South Africa, without 
senous labour unrest, as he reshaped the 
world’s largest gold mining company 


® ne the slogans 
~ shouted by South African 
miners at a recent “gold 
summit" in Johannesburg to dis- 
cuss mass redundancies and the 
low gold price was "Viva com- 
rade Bobby!" It is unusual at the 
best of times for bosses to be 
welcomed in such a way. but 
what makes it remarkable was 
that Bobby Godsell's company 
has been as guilty as any of 
laying off tens of thousands of 
miners. 

As chief executive of Anglo- 
gold, the world's largest gold 
mining company created from 
the various gold interests of the 
Anglo American conglomerate, 
Mr Godsell has been at the fore- 
front of a drive to transform the 
South African gold industry. 

With the advent of democracy 
in 1994 and increased competition 
from Australian and North Amer- 
ican gold companies, the deep 

South African miw»s that were 

once the engines of the apartheid 
economy were exposed as ineffi- 
cient and old-fashioned. For 
decades, white bosses had 
ordered around thousands of ill- 
educated migrant workers in 
mines with appalling safety 
records - and still made hand- 
some profits for shareholders. 
But as the gold price fell and 
militant black mineworkers 
emerged as a force against apart- 
heid in the 1980s, Mr Godsell, 
who was Anglo’s chief labour 
negotiator, realised that the days 
of the did system were numbered. 

He embarked on a wholesale 
reform of Anglo's gold division 
after taking charge in 1996, con- 
solidating the mines into a single 
company called Anglogold, which 
was listed last month in Johan- 
nesburg, Loudon, Brussels and 
Paris. (American Depository 
Receipts are expected to be listed 
on the main board of the New 
York Stock Exchange in August;. 

Mr Godsell also slashed the 


workforce - by nearly half in the 
past five years to ©,000, without 
serious labour unrest - and is In 
the throes of transforming the 
sclerotic business culture of the 
company’s management. That be 
seems to have retained tbe 
respect of both trade unionists 
and managers is a tribute to his 
negotiating skins q nd his bound- 
less enthusiasm 
Be introduced international 
accounting methods, so that be 
could compare the performance 
of his mines with those of his 
foreign rivals. He set targets for 


the rival group which has consol- 
idated the gold mines of Gencor 
and Gold Fields of South Africa 
in pursuit of profits - is to 
change the traditional mindset of 
lifelong managwpg and min ers. 

Mr Godsell and his executive 
team have introduced a system of 
bonuses, which they want to 
apply to all staff from top to bot- 
tom. “We would like bonuses to 
constitute around a third of total 
package and ideally more 
that," be says. Tbe company also 
has a share-incentive scheme for 
executives, which cannot yet be 
spread to all employees because 
of the South African tax laws. 

Equally important are the 
changes to the company's shape. 
Mr Godsell is reducing the pyra- 
mid of shafts, mines, regional 


try cannot be under -estimated. 
Most of the mines have new, ver- 
nacular names that white execu- 
tives at Anglogolds head office 
in Johannesburg struggle to pro- 
nounce. So Freegold i becomes 
Bamhanani ("Together We Direct 
Our Future"), and Freegold 2 is 
Tshepong ("Place of Hope“L 

With tbe reorganisation of tbe 
min es, rugby teams and safety 
competitions have had to be re- 
arranged. Some white miners 
loyal to the old names are grum- 
bling, but Mr GodseD is unrepen- 
tant “We've destroyed tbe identi- 
ties of the old mines." he says. 

Tbe purpose of tbe restructur- 
ing is not just to motivate 
employees but also to attract 
investors who have long given 
South African gold mining corn- 


profits and costs (cash operating parties a lower rating than their 


costs have quickly faftnn to $250 
per ounce of gold from more than 
$300) because he was appalled 
that “there was no sense of 
panic" among managers whose 
mines woe losing money. 

“Because of very high marg ins , 
the South African gold industry 
had become more of an engineer- 
ing project than a business. It 
was about moving ground, it was 
about producing gold, consuming 
electricity and employing 
people,” he says. 

“Go to the average South Afri- 
can gold mine manager five years 
ago, ask him how mnrh rock he 
moved, how much gold he pro- 
duced. ask him about the grade 
and he will have thewe numbers 
in his head. Ask him about the 
profit or the dividend and he 
won't have them. That’s the dif- 
ference between a business and 
an engineering project So we 
said: ‘Guys, we don't care if we’re 
tbe biggest gold miner in the 
world. We want to be the most 
profitable.’" 

Mr GodseD meant exactly what 
he said. Anglogold plans to 
improve profitability this year by 
mining high-grade ore and leav- 
ing behind the rest reducing its 
gold output by 17 per cent. to 
about 150 tonnes. 

But the most difficult task for 
Anglogold - and for Gold Fields, 


‘Because of very 
high margins, the 
South African 
gold industry 
had become more 
of an engineering 
project than a 
business’ 


head offices and a corporate 
headquarters to a two-tier struc- 
ture composed of the bead office 
and the 10 gold-producing shafts 
- which he calls “factories”. 

“We came to the view that the 
factory was the shaft and that it 
didn’t help to agglomerate shaft 
results at any level except the 
bottom line,” he says. “We are 
taking out the intervening struc- 
tures of managpmpnt and admin- 
istration. This year, we will save 
RSQm ($40m) of expenditure and 
we’ll have a business that in 
organisational terms is relatively 
simple." 

The culture shock caused by 
these reforms in the 100 -year-old 
South African gold mining indus- 


foreign competitors. Instead of 
the old choice between a lumber- 
ing mining finance house and a 
single mine, investors are being 
offered a focused gold group with 
substantial South African output 
and international ambitions. 
Anglogold is active throughout 
Africa, anxious to buy the over- 
seas gold interests of its sister 
company Mlnorco and keen to 
exploit its expertise in deep-level 
mining in new markets. 

Mr Godsell’s one regret is that 
he has not yet been able to con- 
vert enough South Africans - or 
foreign fund man agers - to his 
own optimistic views of the 
future of tbe gold industry and 
the country as a whole. 

“Africa is not a rational idea in 
most fund managers’ minds." he 
says. "It’s an emotive thing, a 
Joseph Conrad thing, a mess and 
a disaster and a horrible place. 
That Is refined in some people to 
absolutely explicit racism. There 
are quite a lot of fund managers 
around the world who t hink 
blacks can’t run companies or 
economies. 

“It’s absolutely imperative that 
all South Africans come to a com- 
mon understanding that it's pos- 
sible to be profoundly South Afri- 
can and globally competitive. 
These are not mutually exclu- 
sive." 



Essential guide to Bobby Godsell 


When the South African 
government announced recently 
that Tito Mboweni, the leftwing 
labour minister, would be the next 
governor of the Reserve Bank, 
most whtte-ied South African 
business organisations - privately 
horrified - Issued studiously 
polite public statements of 
support 

Not so Bobby Godsell. As the 
rand plunged in response to the 
news, the man who spent 22 years 
managing industrial relations at the 
Anglo American conglomerate sent 
Mr Mboweni a scribbled note 


warmly congratulating him on the 
new job and discussing the nature 
Of global economic competition. 
The gesture was much 
appreciated. 

It was typical of the 45-year-old 
Mr Godsell. Although he has been 
a company man all his working life, 
his easy-going manner and 
infectious optimism about the new. 
post-apartheid South Africa 
contrast starkly with the stiffness 
of some of the older generation of 
white businessmen. 

He engaged in liberal politics in 
his youth and saw black trade 


unions exercise their muscle in the 
run-up to democratic majority rule 
in 1994. Industrial relations, he 
believes, are a good training 
ground for chief executives. 

"Labour negotiations are a hell of 
a good school for business skills 
because - for you to succeed - 
both parties have got to walk away 
happy." he says. 

Although he has transformed 
Anglo American's gold mines, Mr 
Godsell shies away from personal 
publicity. “I don't subscribe to the 
heroic entrepreneur figure,” he 
says. 


LUCY KELLAWAY 


In 


The Next Big Thing is 
just too big for some 


The latest management idea promoting employee feedback at all 
levels seems a bit slow to take off - especially in the boardroom 


If you want to know how 
well someone is doing at 
their job you could ask their 
boss. But if you do. you will 
only get part of the answer. 
If ypu want a feller picture 
you should ask their equals- 
and their underlings as well. 

This Windingly obvious 
observation dawned on 
personnel departments a few 
years ago. Ttey did what 
they normally do, which was 
to give the idea a silly name 
- 360 degree feedback - and 
go to lots of seminars cm the 

subject For a while it 

seemed that 360 degree 
feedback was the Next Kg 
Thing, that in a twinkling of 
an eye it would, like quality 
management be practised 
by every half-way decent 
company everywhere. 

It is therefore a surprise 
that the idea seems to have 
been a bit slow to take off. 
According to Filat. a 
consultancy that specialises 
in 360 degree feedback lonly 
it calls it the even more 
dreadful name: multi-source 
assessment) the idea is stil 

being used only by 25 per 
cent of UK companies. 

Admittedly a larger number 
are considering it butgiven 

the lemming-lite way that 

companies 

new management ideas this 

sMona a little hadf-hrajtBd. 

Even more surprising* 

the fact that only two of the 

235 companies surve yed 
using their “multi-source 

assessment" to help them set 

KSSg 

SSSSSjM 1 

carefully trmn«t 
-facilitators who are 

S3£££K2« 

vourstafT hate you. So Y0t* 
Jjcht think the information 
gained so painstakingly 
would be used where it 
counts: in setting P-U- 


What is the reason for 
this? Could it be th&t the - 
very notion, of an underling 
commenting on the perform- 
ance of a superior is st£D 
seen, as too subversive; too 
dangerous? -Never mind . all-. , 

the talk about equality and 
empowerment, it seems that 
British bosses are not yet 
ready to be told by people 
lower down the ladder what 
they really think of them. 

The most disturbing 
rinding of all is that the 
companies that do use 360 
degree feedback tend not to 
use it at the top. While they 
cheerfully subject their 
middle manag ers to this sort 
of Iking , less than half Of 
them apply it at board level. 

Funny, that. The rule of 
thumb is that all new 
management initiatives need 
to be espoused at the very . 
top to have any chance of 
being accepted lower down 
the organisation. This seems 
to be an exception. I cant 
imagine why . 


Hands up anyone who 


thinks that London Business 
School is a business schooL 
All of you can go straight to 
the bottom of the class. No; 
according to the explanatory 
“Notes to Editors" that 
appears at the bottom of its 
latest press release, the LBS 
is an “international gateway 
for business and 
management learning”. 

The international gateway 
has been excelling itself of 
late. A kind reader - a 
senior manager in a well 
known company - has 
passed on to me a letter that 
the international gateway 
has just SOlt hhn. The 
purpose of the letter was to 
sell yet another leadership 
coarse. 

At least / call it a course, 
the LBS refers to it as an 
“exciting initiative". 

1 sympathise with anyone 
who has to write letters to 
executives to convince them 
to part with lots of money to 
go on a course. But the 
covering letter that goes 
with the Dynamics of 
Strategy takes some beating. 
It drools over our "deeply 
skilful strategic leaders”. 


pfSOWt NOW ON , I’M ONLf* 1 INTE^IED 

PHILOSOPHER TOT KWTCWfcKE miOS' 
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and insists that success is 
not a matter of slogans but 
of insight, which is “not 
static, but recognises how 
the inter-relationship 
between events can carve 
out a promising path into 
the future". 

It goes on about “business 
architecture", and 
concludes: “You will learo 
how to map out your 
strategic resources and 
competences, together with 
the inter-rela tionships , so 
that you can form new 
m^ighta into their 
development over time." 

Cost £2,900 for 30 hours of 
learning. 

Maybe I'm just getting 
sour and cynical. Maybe it is 
time to go on a course called 
“Chicken Soup for the 
Woman’s Soul” which 
promises to warm my heart 
and lift my spirits. 
“Sometimes, it’s necessary 
to celebrate how good you 
really are, to remind 
yourself how wonderful it is 
simply to be you," says the 
publicity material. 

Tasked a colleague, a 
no-nonsense Scot, if he ever 
felt he needed reminding of 
how wonderful it was to be 
him. He said that every tune 
be felt that way a pint of 
beer at the local pub usually 
sorted him out And at a 
fraction of the cost 


But then he's a bloke and 
blokes are different Anyone 
who fondly believes 
otherwise should look at the 
brochure of The Activity 
Superstore which offers 
off-beat corporate 
entertaining. And what do 
the (male) managers really 
like to do with their 
shareholders' money? They 
like to go an a day course 
called Big Jets and 
Bi-Flanes. Failing that what 
they like is getting into a 
Chieftain tank, crushing 
cars. Enjoy, guys. 

lucy.keUawaytaiFT.com 



PART-TIME 
FINANCE PROGRAMMES 



Evening Investments 
Lifelong Returns 



MASTERS IN FINANCE 


London Business School’s part-time Masters in Finance is a 
specialist programme designed for people pursuing a successful career 
in finance. It can be completed in two years of part-nine (mainly 
evening) attendance at the School or in nine months of full-time study. 

The Masters in Finance is rigorous, practical and career-oriented, 
and is taught by the School’s internationallj'-zenowned finance faculty. 
•It provides participants with an in-depth knowledge of finance and 
enhances their managerial effectiveness in tins field. To find out more, 
come to one of our information sessions: 




MASTERS IN FINANCE INFORMATION SESSIONS 
London Business School, Sussex Place, London MAO. 

Thursday 23 July at CJSpm. Thursday 20 August at G-15ptn. 


FINANCE EVENING PROGRAMMES 


London Business School’s finance evening programmes attract a wide range of experienced managers 
and finance professionals from industry and die City. They require attendance on one evening a week for 
30 weeks from October-June. 

Corporate Finance Evening Programme covers financial analysis, corporate finance, valuation, 
financing and capital markets and has a strong emphasis on decision-making. 

Investment M an ag e ment Evening Progr a mme covers equity and bond portfolio and dynamic 
inve s tme n t strategies, and is designed for professionals involved in portfolio and fond management- 

Fbr finite ManB g tknat^aaovfbm&prvpamm" contact Tit* rnanDePrap x nn m trlon an tkmOrilc*. London Bminaas Scttool, 
Soma ftacfl. Raganta Park. London AUK 1 4&A. UK. Otophone; *44 {0)171 706 6840 fax: *44(0)171 7231786 
MHO- tu H M bd ftfc e r - Hfc HU sfte: wwaLBaLae.uk 


i on the IMoetag Masters in France: parM>ue (evening) ED foMkne 1 i 
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'BUSINESS TRAVEL AIRLINE CONNECTIONS 


En route 
to double 
trouble 



TRAVEL UPDATE 



.Two flights may be 
cheaper than one, 
but is it worth it? 
asks Amon Cohen 


^ I recently extolled on 


these pages the vir- 
► 3tues of Ovine indi- 


‘ -atues of flying indi- 
rectly. Not only, f wrote, is it 
frequently cheaper to take 
two flights Instead of one. 
but the journey time from 
door to door can also be 
quicker. 

Unfortunately. I forgot 
that double the number of 
flighty means double the 
opportunity for delays, as I 
discovered on a recent trip. 
My flight from London 
Heathrow took off 45 min- 
utes late, and with a transfer 
time of only 40 minutes I 
missed my onward connec- 
tion. The next connection 
from the transfer airport was 
not until the same time the 
following day, causing me to 
lose 24 hours of my journey. 

Harassed airport staff say 
in private that the minimum 
transfer time between flights 
should be one hour. Yet at 
Amsterdam it is 40 minutes 
for intra-European connec- 
tions and 50 minutes for all 
others, while Lufthansa 
recently lowered its mini- 
mum at Frankfurt and 
Munich from 40 to 35 min- 
utes. 

Hils is in spite of worsen- 
ing congestion at leading air- 
ports, putting more connect- 
ing passengers at risk. At 
Heathrow, for instance, 23 
per cent of all flights in 1997 
departed more than 15 min- 
utes late, while the figure for 
scheduled traffic from Gat- 
wick was 31 per cent 
"Forty minutes may seem 
a long time hot it can take 35 
minutes to get across a ter- 
minal,” says Piotr Sawko. a 
London-based management 
consultant who makes fre- 
quent indirect trips to east- 
ern Europe. 

And airlines do not always 


handle botched connections 
well, as Mr Sawko found 
recently when his British 
Airways flight from Heath- 
row to Frankfurt developed 
a fault. On board, Mr Sawko 
realised he was going to 
miss a connection to Krakow 
with LOT Polish Airlines. 
Cabin crew recommended he 
try for an alternative flight 
via Warsaw but took two 
hours to let him off. When 
be was released there was no 
escort to take him to the 
connections desk, despite 
having only 15 minutes to 
reach the gate. After a fran- 
tic sprint, he reaobed the 
gate with seconds to spare, 
only to be told that there 
were no available seats on 
the Warsaw flight after aU. 
BA has apologised to Mr 
Sawko, reimbursed his taxi 
fares and offered him £250 In 
flight vouchers. 

The airline's connections 
manager Annie Barber says 
BA has introduced an 
improved system for helping 
delayed passengers at Heath- 
row, where it handles 18,000 
transfers daily. BA’s mini- 
mums at Heathrow vary 
from 60-90 minutes for trans- 
fers between terminals, but 
wi thin Terminal One or Ter- 
minal Four, it is 45 minutes. 

Late-running BA passen- 
gers with a chance of mak- 
ing their connection are put 
into what is known as “ser- 
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On the run: your ffight Is just minutes away, if you're last enough 


vice protection". They are 
identified on the connections 
department's computer and 
are either escorted on foot to 
their onward flight or 
whisked off by bos. Those 
who will certainly miss their 
connections gp into “service 
recovery”, wbergby a BA 
representative meets, their 


times per week.” says Ms 
Barber. 

Ms Barber adds that 95 per 
cent of service protection 
passengers make their con- 
nections. while 90 per emit of 
service recovery passengers 
are re-routed successfully. 

Harry Hohmeister, net- 
work planning vice-president 


More flights for 
more travellers 
to Bangkok 


year. Business bastdso been 
boosted by oil and gas 
companies neecflng to fly 
personnel in and out of • 
Afghanistan. 


Deals on wheels 


incoming flight and helps . at Lufthansa, claims that 99 
them rearrange their sched- per cent of -Us 'airline’s 


ule. 

BA also has some latitude 
in holding departures for 
late-connecting passengers. 
“We will try to delay the air- 
craft if. say, it is to a desti- 
nation we serve only three 


How. to stay connected 


• Take, an earlier first leg 
than the tightest itinerary 
allows. 

• Don't accept an itinerary 
with a connection time the 
same as the transfer airport's 
statutory minimum connection 
time. 

• Transfer through smaller 
airports where air. traffic 
control delays are fewer and 
there is less distance to walk. 

• Expect to transfer fromAo 


more remote parts of the 
airport if your flight Is from/to 
a minor business destination. 

• Carry hand-luggage only. 

• If possible, ffy both legs 
with the same.glrtine. 

• Fly first or business class - 
they are more likely to hold 
the aircraft for you. 

• Cany a flight guide in case 
you have to rearrange your 
schedule. 

• Fly direct 


transferring passengers 
make their connections. It 
also escorts late travellers 
and, where possible, posi- 
tions flights with a high per- 
centage of 'connecting pas- 
sengers In dose proximity. 

Despite the best efforts of 
airlines, business travel 
agents advise their clients to 
allow leeway for transfers. 
“If things are looking tight, 
we always tell customers to 
take an earlier flight, espe- 
cially if they might get studs 
overnight.” says Dennis 
Han, director of Sibbald 
Travel in Edinburgh. 

Mike Bor. managing direc- 
tor at World Travel for Busi- 
ness, says that if passengers 
miss their connections, air- 
line connection staff are gen- 
erally expert at rescheduling 
itineraries. 


RadissonJPfT 


HOTELS WORLDWIDE 


The difference is genuine. 


He just never says 'No*. That's rfte Radisson SA5 difference. Ii's about making sure you have everything you 
need. Not necessarily waiting to be asked, but taking care of something - often before you thought of it yourself. 
And when you are away on business, we know how valuable that can be. The difference is people 
and personalities that our guests notice, remember and appreciate. Our 'Yes I Cant' spirit [ s redefining hotel 
service worldwide. 


Radisson operates more than 360 hotel* worldwide. Among these you can find 82 Radisson SA5 
hotels in Scandinavia/ Europe, the Middle East and Asia. For reservations call 0800 374411 
or non toll-free +353 1706 0284. Visit us at http://www.radisson.com or contact your travel agent. 


Flying In the face of Asia's 
economic woes, Thai Airways 
te increasing services between 
Bangkok and London from 
seven to 10 a week when its 
winter schedule starts on 
October 26. The main reason 
Is the terge number of extra 
travelers from the UK taking 
advantage of the cheaper 
baht The extra flights will be 
on Tuesdays, Thursdays and 
Saturdays, departing from 
London Heathrow at 9pm and 
arriving at 3.35pm the 
following day. Return services 
wfll leave at noon, arriving in 
London at 5.50pm. 


TravelPass 

extended 


SAS has extended Its new , 
multiple flight TravelPass” to 
the Aberdeert-Stevanger route. 

Passes are valid for a year. 
There are three Winds. ■ • 
covering 10 or 20 single . 
flights or unlimited fops. 
Respectively they 
cost £2,050 (plus £135 
tax). £3,860 (plus £270 tax) 
and £1 1,414 (pius£700 tax). 


For business travellers who 
like making deals on the move 
the ultimate vehicle is now at 
their disposal - the $80,000 . 
(£50,000) mobile office, writes 
Amon Cohen. Chicago-based 
LandJet has taken a $25,000 
GMC Savana van and 
converted it into afoUy 
equipped workftg. 
environment Features include 
four power ports for laptop 
computers, three Motorola 
ceduter telephones wtfo 
votoe-mall end power ports, 
plus a fax, copier, printer and 
modem. The LandJet is for 
hire in Chicago. New York and 
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Ljkdy weather In Ihe leading tesafcH centres 


Soaring demand 
for private jets 


Anxiety about the safety of 
airlines In emerging nations 
continues to fuel arvincraase 
in demand for private 
business Jets. Hunt and 
Palmer, the UK-based charter 
broker, says that in May and 
June inquiries about 
flights to Russia and 
other former Soviet 
countries doubled compared 
with the same period last 
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PRIVATE CLIENTS 

welcome 


38 DOVER STREET, LONDON W1X 3RB 


TEL: 0171.629 11» FAX: 0171 495 60S 
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-TAX FREE 

0171896 0011 


WANT TO KNOW A SECRET? 


OFFSHORE COMPANIES 





ok LD^TCALuSemmar wilt show you how the n m L e ts REALLY wot*. The 
■mazing nting techniques of ■helegcfldsry WJ>. Gam con increase your prefits 
and contain your tosses. Bow? That'S the se cret t r g— l *. 

Boor your FREE jlace Phone 0161 474 9680 *** ■ "* +*_>*+ *>**7 


INTERNATION VI. FI TURFS 
(OR 1*0 R VTION LIMITED 


Futures. Options & Margined Forex. 
Trading in all major Markets. 

Speedy fills, competitive commissions. 

Try our service and see what you have been missing! 

Execution only: 0171-574-0020 — 

Fall advisory: 0171-574-0034 H 

Weekly Options Strategies, Hi 

Daily Technical Analysis tSS 


The FT GUIDE TO WORLD CURRENCIES, publidied in Monday’s 
new^aper and covering over 200 currencies, is now available by dialing (be 
following number from die handset of your fax raadat. 0891 477 001. 

Crife are dB&ed at SOpfom at aH times. For mate information or assistance 
please pba* 0171-873 4378. iQtyline bdp desk) 


TRADE FUTURES 
ELECTRONICALLY 


-W- e n r a p e 

Linnco 


+44 (0) 171 882 3311 

•red M|— W MWUl IW 


TENFORE 


For more info ond FGE£ done div: call: 


+4410)171 405 1004 


MarkeTrack98 


The Worlds Most Powerful Faed-Une Quote System 
How Runs Just As Fast Over The Internet 


Pcat-UiTif* nrjtjrt'Ms, futurirf,. onions 
and nciTi f rjm only £ 3-1 per nionfS 


Market -Eye 

f : rwpiwnc 0800 321 321 

mvw.market-eye.co.uk 


Datastream/ICV 



The wwtfs Lodmg providw of raahkna netfatf data to me tadMdwl investor 


REAL-TIME DATA ON YO UR PC 

oq u i tiat + futures + upfions + derivatives + bonds + mmn md i hes 


A1LTVE AMESJCAhB + FOffiX + ISE + EUROPEANS + fCWS *■ CHWT5 



wwvv.dbceuro.com Td +44 171 793 3100 
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. going to 
become a global 
market leader? 


INSIDE TRACK 


INTERVIEW PEBRA ENGEL. 3Com 


When your job is to 
stop the shopping 


A Silicon Valley human 
resources director has 
to find novel ways of 
retaining staff, finds 

Richard Donkin. ' 

How can you possibly keep 
F 80 od employees when your 

immediate labour marked 
has 20,000 vacancies at any one 
twne. where the local newspapers 
can fe ature 4,000 job advertise* 
ments in an issue, and where com- 
petitors' recrctttment vans have 
been known to pull up in the street 
atte mp ting to entice staff? 

That is the daily i^umgp for 
Debra Engel, senior vice-president, 
corporate services, at 3Com, the 
computer networking business 
which employs about 2£00 people 
- about a quarter of its worldwide 
workforce - at its Santa Clara 
headquarters in Si lic on Valley. 

MsEngg] is one of a new breed of 
human resource director - the 
term is not even included in her 
job title - who has positioned the 
function at the centre of corporate 
strategy. The idea, she says, is to 
make 3Com a preferred employer 
because it has created an environ- 
ment which enables people to work 
how they choose. 

“We used to talk about work-life 
balance. Now we talk about work* 
life integration,” she says. No one 
at 3Com is contracted on Ihe basis 
of the hours they work. Such con- 
tracts, says Ms Engel, have become’ 
meaningless when people ran #wi 
find themselves working a 70-hour 
week to drive forward hew pro- 
jects. Work teams engaged on prod- 
uct development running around 
the clock arrange the cover 
between themselves. One team 
might pass its project to another in 
Tnrfin which continues the weak as 
the US team sleeps, passing It back 
the next day so that development 
is continuous. 

“Working patterns tend, to be dic- 
tated by circumstance. I am on the 
road this week and I have a laptop, 
so my secretary does not need Ip 
be here. We can stay in touch dec- • 
tronlcaUy. The point is to be as 
efficient as you can be in your life 
and work,” says Ms EngeL 
“The idea of the no-houra con- 
tract was to put permission in the 
system. We didn’t want to dictate 
teleworking systems, but to 
encourage it to happen to suit 
people’s personal arrangements. 

eeu^half-aBd 
75 per oeriTfjf- om: peterne comes 
Dram prodh&s developed in the last 
year. The business Is that dynamic. 
Someone who might have been a 



Debra Bigeb The point is to be as efficient as you can be *i your He and wot* 


The transformation has been so 
sudden -.-spanning about three 
decades, she says - that during the 
early 1990s many companies did 
not know how to respond to pres- 
sure on tnargtna beyond adopting 
old behaviours which said “when 
times get tough, you get tough”. 
That did not work when competi- 
tors began vying for expertise. 

“We have nomadic workers. 


star last year could find that their 
skills have gone by the wayside the 
next year. We have businesses at 
3Com that three years ago were 
growing by 100 per emit a year and 
which are now in ^decline, while 
there are' others that have not yet 
been thought at How do you mm*- 
age that kind of volatility?” ; 

Her answer has been, to develop 
personnel policies that focus o» 
giving people the freedom to 
choose their own terms of employ- 
ment. That has meant flexible 
hours, flexible pensions and.nru- 
forrn benefits packages that do not 
recognise status. 

“We have moved on from .pater- 
nalistic organisations where people 

at the top bad all the answers, to 
those where the relationship with 
employees is collaborative and 
sharing, more of a partnership." - • 


Managers and 
directors no longer 
have offices. They 
talk about their 
‘cubes 1 


Three-quarters of our professional 
people are equipped to work any- 
time, anywhere and they do. Work 
life is going bn all the ti m e, It is 
defined by when you choose .to 
engage, and disengage.” 

Some of the hardest lessons from 
such changes, she says, have been 
for management. “The company 
used to monitor calls from work to 
make sure people were not making 
personal calls and it used to moni- 
tor personal internet use. Now this 
is regarded as a benefit of working. 


The employees have understood 
such concepts almost instantly. It 
Ik the ranpugprwpnt c that have been 
uncomfortable.” 

Ms Engel is trying to put across 
some of these ideas in a new lead- 
ership programme for directors 
and vice-presidents. The managers 
are asked to "sit in community”. 
About 20 of them farm a big circle 
with no chairman and no firm 
agenda and. “engage in dialogue”. 

The company, she says, is still 
trying to cope with the transition 
from what she calls the industrial 
to the knowledge age. “We have a 
foot In both camps but we are try- 
ing to let go of those old notions of 
hierarchy-” Managers and directors 
no longer have offices in Santa 
Clara. .They talk about their 
“cubes” - partitioned work spaces. 

More traditional arrangements 
persist in the company’s European 
offices, but the trend is towards the 
US-style arrangements. 

“You can always get a better 
paid job in Silicon Valley. Any one 
of our people could shop across ihe 
road and improve their salary,” 
says Ms Engel. “What we are 
looking at Is just what causes 
people to shop. If people can say 
This, is what my company does’ 
and it is something that ' makes a 
difference, they may feel less 
inclined to go shopping in the first 
place.” 


Ill 


TIM JACKSON 

ON THE WEB 


Videos Now 
e-commerce 
fast forward 


A fresh service provides 
an attractive alternative 
to the prohibitively 
expensive business of 
building a brand unaided 

If you look at the web site of 
Videos Now (tmouKjjtdeosnow.com), 
you will see an impressive launch 
pad fee a service that does not yet 
«rhft starting next month. Videos 
Now will offer a range of 100,000 
different videos for sale to 
customers in the US, with a range 
of low-cost to high-speed delivery 
options and all t lw mi« and 
whistles that American electronic 
commerce consumers have came to 
accept. 

What makes Videos Now 
i n teres ti ng; however, is that it is a 
daggle example of anew model for 
electronic commerce. To see why. 

It is worth recalling that as the 
control of access to the internet is 
concentrating into fewer and fewer 
hands, it is becoming increasingly 
expensive to buDd a brand unaided 
- to create a web site that, in the 
jargon, is a “destination" where 
people get used to going: Far all 
but the largest Mtmpnni^ the 
marketing investments required 
are simply too great 

That is why a second model is 
emerging. Under this second 
model, you become the equivalent 
of what is known in the computer 
industry as an OEM (original 
equipment manufacturer) supplier. 
Instead of awning the relationship 
with the customer directly, you 
rely an a trusted brand whose web 
site or online service generates 
millions of hours of traffic, and 
use that brand as a launching 
pad firm which to build a 
business. 

Videos Now is a venture from a 
company called Digital Courier, 
quoted on the Nasdaq market 
under the ticker symbol DCTL The 
company already operates a 
number of existing Web 
businesses, jnctafflng a weather 
service called Weather-Now and a 
bookshop called Books Now. Both 
of these businesses rdy on 
partnerships to succeed. Weather 
Now is promoted largely through 
the search engine Excite; Books 
Now Is the front-end to an alliance 
of magazine publishers, and 
charges fell price for books 
because most of its visitors have 
clicked to the site after leading 
a book review, rather than 
after comparing prices around 
the web. 

Exploiting one of the chief 
advantages.of SflJcon Valley 
businesses, Videos Now will not 
ai-frffTiy touch any videos. Ini tially , 
it win rdy an three outsourcing 
companies, which will receive 
inv en to r y , take orders 
electronically, and ship packages 
out directly to customers. The 
company expects to pay $9 to $10 
(£5.40 to £6) per video, selling on at 
a price of about $12.75 and it 
expects customers to pay prices 
starting from $335 for shipping. 


According to RJ Pittman, the 
company’s chief executive, that 
win leave it with net margins “in 
the high single figures.” 

That may sound like an 

unattractively narrow-margin 
business. But Mr Pittman beheves 
he has two killer advantages. One 
is a partnership with Verifone, the 
online credit-card company, which 
win allow his company to process 
credit card transactions for less 
than half tbe22S per cent 
commission that he believes 
standard far the industry. The 
other Is a partnership with 
America Online. 

Mr Pittman's company has just 
signed a deal with AOL in which it 
will pay gl2m over a five-year 
period in retu r n for about 500m 
impressions (page views) on the 
world's Ranting online service. In 
addition, if AOL overdeBvers on 
impressions or if the two 
companies enter into other 
partnerships, AOL will have the 
option to buy about $2m of stock 
in the company. As a final 
kicker, AOL will receive a 
■mall percentage of the 
company's revenues after the 
first $10Qm. 

For a company whose market 
capitalisation is only saom, this is 

It is becoming 
increasingly 
expensive to create 
a web site that is 
a ‘destination’ 

a big bet Mr Pittman expects to be 
able to firomcp the deal out of cash 
flow from the second year 
onwards. To bridge the gap in the 
first year, he hopes to arrange a 
secondary offering of the 
company’s stock, raising about 
$30m at a premium of about 50 
per cent to the existing 
market price. 

When I put it to him that the 
Videos Now venture will either . 
propel the company into the big 
league or make it go bust, Mr 
Pittman resisted. “With AOL, yon 
have to screw up royalty to go 
bust," he replied. Providing the 
execution is properly handled, he 
believes, the simple number of 
impressions - the exposure to 
potential customers - will mean 
that Videos Now can hope to be at 
least a modest success. The upside? 
To became the de facto industry 
standard. 

If the company can succeed in 
doing this, it win have achieved an 
impressive feat Not only is there 
already an existing powerful player 
In the space - mouKreeLoom - but 
also Amazon, the online bookseller, 
is moving aggressively into video 
along with several other new 
ventures. But Mr Pi ttm an did agree 
that it is important to take risks in 
his business. No wander. He turned 
29 last Thursday. 

timjadaon@pobox.com 



JUDY DEMPSEY 

FILE FROM JERUSALEM 


A cry for freedom from Jericho 


It is remarkable that the Palestinian Authority has failed to provide professional 
PR to counter Israel's charges about the stalled peace process 

swathe ^ of Israeli" territory, they cannot understand the Palestinian 

often wait in vain for permission j Authority's attitude towards the 


Shari does not travel anywhere 
these days. Not that she wants to 
gofer. - . 

She lives in Jericho, a small, 

sleepy Palestinian town only 30 


same 


of her friends live. But 


she has to apply to the Israeli 
authorities to obtain a travel 
permit 

Occasionally they gfe® bar one. . 
Last week they refused. 
"Sometimes they give a reason. 
Most times not,” says Sha ri. “Th is 
time they said I was not married. 

That was why I could not get a - 

P ^jSfobo is not under Israeli 
control It is nm by the Palestinmn 
Authority headed by Yasar Arafat 

But that does not make Shan s life, 
or those of many other 

Palestinians, any 1 


Jerusalem, collect friends from ■ 
Tcrafd’s BsuCurion international 
S^^travel between the West 




usual* toa 


3Eank.nri dedbyananow 


from Israel to do business with 
pwrft other. •• 

So just as Shari is cut off from 
Jerusalem, Palestinians in Gaza 
and the West Bank are ent off from 
e a c h other. This is In spite of the 
faet that the freedom to travel and 


between the West Bank and Gaza 
was agreed between Israd and the. 
Palestinians during the 1995 Oslo 
peace accords. 

Many Israelis have no idea of the 
restrictions their government 
imposes on Palestinians. Nor has 
US public opinion - that is. 
Congress and CNN - which 
.Benjamin Netanyahu, Israel's 
prime minister, has tirr gBtpd in his 
campaign to demonstrate that it is 
the Palestinians, and not' Tcmal, 
who are feiimg.to Implement the 
Oslo accorda. . 

' Yet the Palestinian Authority, 
after four years in power and after 
seetoghowMrNetanyalmwoiks 
the US television netweerte and 


professional!) iddicreMkjnsio 
counter Israel’s charges that the 
Palestinians alone are to blame for 
the stalled peace isxx^ss. - 
N Xt Is a complete djsaster.^righs 
one western ambassador. “I simply 


media.” 

When Mr Netanyahu last nutoth 
presented plans to extend the 
boundaries of Jerusalem - even 
though the status of th e disputed 

city is supposed to be left up to 
final settlement negotiations 
between Israel and the Palestinians 
- the Patetinians.tailed to go an 
the offensive. 


pinrre fox the dty - in front of the 
world's media to explain how Mr 
Netanyahu is iiwdwmirring th» 
Oslo accords. 

There are countless other 
examples of incompetence in 
responding quickly and efficiently 
to events and queries. Press 
conferences as much as press 
statements are rare. Tefephona 
calls to Mr Arafat’s office in Gaza 
are rarely returned. When NabD 
Shaath , planning minister, was 


at the Palestinian information 


■With a more open approach, we could do 
so much more to get our views on Oslo 
across to Israel and the US. It would 
also strengthen our civil society 1 


Hanan Ashrawi, the Palestinian 
hi g her education minister, 
predictably criticises the plan. But 
she has no maps, charts, or 
statistics to hand to give a . 
convincing account of how such a 
plan will cut off Palestinians in the 
West Bank from Palestinians in 
east Jerusalem. 

And not once has the Palestinian 
Authority thought of putting 
Kballl Tafahji - a cartographer 
with an extraordinarily detailed 
geographical knowledge of the 
West Bank. Jerusalem and Israel’s 


ministry in Ramallah a few months 
ago, he arrived late. "Sony,” he 
quipped. “1 didn't know there was 
a ministry here." 

A Palestinian minister tries to 
explain why the Palestinian 
Authority's public relations - 
machine is so bad. “We have no 
money. A PR firm coste money ” be 
says. Yet Mr Arafat's dose 
colleagues have ample money 
earned from running monopolies in 

Gaza and the West Bank to own 

expensive cars and houses and 

educate their children privately. 


More thoughtful, liberal 
Palestinians place the blame 
squarely on Mr Arafat's shoulders. 
“Arafat is still a revolutionary,” 
says one. “He has no* made the 
transition from revolutionary to 
statesman. He Is obsessed with 

controlling' everything.’' 

This control extends to the 
Palestinian media, within which, 
many journalists have adopted 
self-censorship rather than risk the 
author it y shutting their newspaper 
offices. Criticism of Mr Arafat and 
the Palestinian Authority’s 
miserable human rights records is 
not permitted. Discussions about 
the direction of Palestinian society 
- a subject endlessly but privately 


Palestinians — is limited. 

Broadcasts uf the Palestinian 
Legislative Council, the de fecto 
parliament democratically elected 
In 1996, are blocked. The 
independent Nablus-baaed Centre 
far Palestinian Research has come 
under pressure from Mr Arafat and 
the FLC if opinion polls show 
support for either slipping. 

“With a more open approach, we 
could do so much mine to get our 
views an Oslo across to Israel and 
the US. It would also strengthen 
our civil society." says a senior 
Palestinian official. “But that 
decision has to come from the top, 
from Arafat and his minder*. What 
mare can I say?” 


This way. 


SIEMENS 


uv 


in becoming the 
world's largest vendor 
of information and 
communication (l&C) 
technology, Siemens 
will be rebundling its 
offerings effective 
October 1, 1998. 
The “l&C Services" 
Group (end-to-end 
information and com- 
munication solutions} 
and the "l&C Net- 
works" Group (tele- 
phony, mobile radio 
and data networks) 
will be joined by "l&C 
Products" (telephones, 
mobile phones, PCs 
and servers). This 
will make Siemens 
Nixdorf- currently 
the largest European- 
based IT vendor - 
a part of Siemens, 
which will then be the 
only global player to 
unite a critical mass of 
' competence in both 
information and com- 
munication 
technologies. 

For more 
information, call 
00 - 800 - 01109798 . 

Or vtrt our website at 
bttp'J/www. 
siemensnixdiHf. 

com/q&a 
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INSIDE TRACK 


BUSINESS EDUCATION MENTORING 




Partnership that 
works both ways 


The results of mentoring are unpredictable 
and the participants may not even agree 
on what they are, writes Victoria Griffith 


1 When Ellen /Lin) 
I Knapp, a senior part- 
1 ner at Pricewater- 
house Coopers, and Virginia 
Benson, then a senior man- 
ager. were thrown together 
under a corporate mentor- 
ship programme two years 
ago. neither woman felt the 
relationship would be very 
fruitful. 

Ms Knapp, some 13 years 
older than Ms Benson, 
feared there was too much of 
an age gap. Ms Benson, 
working in the auditing sec- 
tion of the firm, was afraid 
Ms Knapp, who came from a 
management consulting 
background, would not be 
able to offer much profes- 
sional advice. 

Both women were sur- 
prised at how well the men- 
torship worked out Their 
experience sheds light on 
how mentors can be used to 
improve performance and 
advance careers. 

Part of the success of the 
relationship is probably 
attributable to Ms Knapp's 
personality and status. A 
large. good-humoured 
woman, sbe manages to be 
motherly without being con- 
descending. Ms Knapp is 
also dose to Pricewater- 
house Coopers executive 
management team and bas a 


wide sphere of influence. 

The first point or business 
for Ms Benson and Ms 
Knapp was to work out the 
logistics of their relation- 
ship. They wanted 
face-to-face meetings fre- 
quently enough for their 
interaction to be meaningful, 
but not so often that it 
would interfere with work. 
They opted for once-a-month 
sessions or about one-and-a 
half hours. Most discussions 
took place over lunch, when 
clients were least likely to 
contact them. 

The luncb sessions also 
got them out of the office. “I 
knew if we had people pop- 
ping in and phone calls 
being put through, we 
wouldn't be able to concen- 
trate,” said Ms Knapp. In 
between meetings, they 
exchanged frequent phone 
calls and e-mail. 

The two have slightly dif- 
ferent views on what went 
well and poorly in the rela- 
tionship. While Ms Knapp 
believes she excelled at mix- 
ing practical advice with 
inspiration talk, Ms Benson 
says she benefited most from 
the other's intellectual 
Input. “She taught me to 
think, more than anything 
else." says Ms Benson *Td 
present a problem and she'd 


say. ‘Have you looked at ft in 
this way?' Pretty soon, I was 
thinking on a higher level 
myself." 

Ms Benson, for Instance, 
had chosen to specialise in 
the euro currency before the 
mentorship began. While dis- 
cussion around the euro still 
focused on whether or not it 
would happen. Ms Knapp 
encouraged her to take a 
step forward and analyse the 
common currency’s implica- 
tions once it went into effect. 

Both women agree that 
networking was key. Ms 
Knapp regularly passed on 
the names of people she 
thought might be helpful. 
Particularly useful was a 
woman Ms Knapp knew who 
had just moved to the 
Amsterdam office: Laura 
Schupmann. Ms Knapp 
thought Ms Schupmann 
could pass on articles on the 
euro appearing in the Euro- 
pean press. Ms Schupmann 
and Ms Benson had some- 
thing else in common: they 
were both new mothers, and 
their shared experiences 
quickly blossomed into a 
long-distance friendship. 

Ms Knapp also boosted Ms 
Benson's visibility with cli- 
ents and colleagues at Coo- 
pers. "I knew from the start 
that I wanted to pass on the 
importance of mnlrfng your- 
self known." said Ms Knapp. 
“Women tend to be less visi- 
ble because we engage In 
behaviour that is not as loud 


or aggressive as men. and 
that contributes to problems 
of promotion." 

Sbe encouraged Ms Ben- 
son to ask herself consis- 
tently whether she was 
speaking up at meetings and 
volunteering for high profile 
activities such as client dem- 
onstrations. She also 
suggested Ms Benson as an 
expert speaker on the com- 
mon currency to a number 
of conference organisers. 

The mentor relationship 
was not always easy. Ms 
Knapp feeds she fell short in 
helping Ms Benson, as a new 
mother, sort out conflicts, 
between work and family. 
“Although 1 have children, I 
didn't really start my career 
until they were in school. 


and it was all so long ago 
that 1 don't remember the 
day-to-day trials." 

Ms Benson says Ms 
Knapp's own achievement as 
a working mother was inspi- 
ration enough, but takes 
issue with her mentor's prac- 
tical influence on her promo- 
tion. “Because Lin was in a 
different area, she really had 
little say in whether or not 1 
became partner, and I think 
one of the things you expect 
from a mentor is that they 
directly promote your 
advancement Luckily, 1 was 
close to becoming partner 
even before the mentor pro- 
gramme started. Still, it was 
worthwhile: the time I spent 
with Lin will make me a bet- 
ter partner." 


Tips on wifliring a mentor- 
ship programme work: 

• Work out the logistics. 
Make sure meetings are set 
with some frequency and 
that there are no distrac- 
tions. 

• Choose a mentor with 
some influence. If the person 
is in a different are a, it can 
still work. If you have other 
supporters who can lobby 
for your promotion. 

• Ask for and accept any 
useful advice or help, even if 
it does not strictly seem to 
fit the programme. 

• One of the most impor 
tanl things Is access to a net- 
work. If yon are denied that 
access, you are probably not 
getting the most out of the 
relationship. 


WOMEN ON THE BOARD 


Uphill struggle to get round the table 


I It is a lonely enough 
job being a senior 
manager if you also 
happen to be a woman. 
Spare a thought, then, for 
the female board members in 
British industry. 

Research from the City 
Women’s Network, a club of 
Britain's highest-flying pro- 
fessional women, shows that 
of the 1.200 directorships In 
the FTSE 100 companies. 


only 40 are women, who bold 
52 of the appointments. 

The situation is even more 
ludicrous, says John Mellor, 
chief executive of the Non- 
Executive Director’s Forum, 
because companies are cry- 
ing out for female non-execu- 
tive directors. 

To try to get more women 
on to the boards of Britain’s 
biggest companies, the Ned 
Forum bas joined forces 


with the City Women’s Net- 
work. The Forum already 
offers training or develop- 
ment programmes far exist- 
ing or potential non-execu- 
tive directors and hopes to 
increase the proportion of 
women on these pro- 
grammes. The two organisa- 
tions believe a target of 20 
per cent women non-execu- 
tive directors is achievable 
over the next few years. 


But what do women bring 
to the boardroom that men 
do not? The City Women’s 
Network is carrying out 
research to try to find out 
Anecdotally. Mr Mellor 
believes women tend to de- 
politicise board meetings, 
while Naom i King, vice-chair 
of the CWN, believes women 
are always very active and 
committed to what they do. 

Prue Leith, restaurateur 


The high 
powered individual 
portable ••• 



and non-executive director 
of both the Halifax Building 
Society and Whitbread, 
believes it is not so easy to 
encapsulate the qualities a 
woman brings in a single 
sentence. “I think I’m 
uneasy about any company 
being represented at the top 
by people who are not the 
same sex as the majority of 
their customers or staff" 
The two-and-a-half-day 

CASE COMPETITION 


Forum courses centre on 
case studies and role-playing 
and give up-todate informa- 
tion on corporate gover- 
nance issues. Alumni go an 
the Forum’s register of 
trained professionals. Com- 
panies can approach the 
Forum when appointing non- 
executive directors. 


Della Bradshaw 


A continuing 
case for the 
clearing house 
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After 25 years the 
traffic in case 
studies is still 
growing, writes 

Della Bradshaw 

■Bn At the end of last 
8fg§H month delegates from 
nine countries met in 
the heart of the English 
countryside to consider a 
future strategy for the 
National Merchant Bank of 
Zimbabwe. 

Would the bank still be 
able to expand following the 
riots in Zimbabwe earlier 
this year? And would US and 
European banks continue to 
provide NMBZ with lines of 
credit if the political uncer- 
tainties were not resolved? 

This was no international 
strategy meeting, however. 
The delegates in question 
were teams of MBA students 
from 13 business schools tak- 
ing part in the European 
Business Schools Case Com- 
petition at Cranfleld Univer- 
sity, which is sponsored by 
Gemini Consulting. The case 
study of NMBZ was written 
specially for the event, 
which was held to commem- 
orate the foundation of a 
case clearing house in 
Europe 25 years ago. 

The European Case Clear- 
ing House has come a long 
way since it was set up in 
1973 as the Case Clearing 
House of Great Britain and 
Ireland. Then it had just a 
handful of participating 


An increasing number of 
business schools and com- 
mercial organisations are 
turning to the case method. 

The ECCH distributes 
some 50 new cases a month 
from European schools and 
some 70 or 80 from Harvard 
Business School, figures 
which are growing by the 
month. 

In Europe Iese, at the Uni- 
versity of Navarra in Barce- 
lona. is the biggest European 
case publisher, followed by 
Insead, in Fontainebleau and 
IMD in Lausanne. 

According to Mr Gray, 
about 60 per cent of the 
cases bought and shipped in 
Europe originate from Har- 
vard professors. Cases from 
Insead and IMD each 
account far about 10 per cent 
of total sales in Europe. 

The ECCH also distributes 
cases written by the other 
two big North American 
case-writing schools - the 
Darden school at the Univer- 
sity of Virginia in Charlot- 
tesville and the Richard Ivey 
school at the University of 
Western Ontario - in 
Europe. 

In the US the ECCH set 
an operation at Babson Col- 
lege. mear Boston, to intro- 
duce the US market to Euro- 
pean case writing. 

But the take-up has been 
relatively disappointing 
according to Mr Gray. The 
big Internationally focused 
schools - Wharton, Kellogg, 
Columbia, Michigan, Har- 
vard and Thunderbird - 


schools; today it has mare ' have been the biggest cus- 
than 300 member? and a col- tamers of European cases. 
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lection of more than 14,000 
case studies. 

The ECCH runs training 
courses on how to write 
cases and how to teach 
them. But its main line of 
business is to distribute case 
studies written by European 
business schools internation- 
ally and ta disseminate cases 
written at the big North 
American business 
schools in Europe. 

It is a business which is 
growing, says Jeffrey Gray, 
consultant director at the 
ECCH. “There Is a percep- 
tion that case studies are 
going out of fashion, but 
that just doesn’t stand up.” 


The EECH is now begin- 
ning to move into the elec- 
tronic age with the distribu- 
tion of CD-Rom based cases, 
which incorporate live video 
footage to help tell the tale. 
However, Mr Gray believes 
-there will always be a place 
far the paper-based case. 

“The MBA works 80 hours 
a week so be or she needs to 
be able to take the case and 
read it in the bath. You can- 
not take your laptop with 
you in the bath." 

As to the anniversary case 
competition, that was won 
by the team of MBAs from 
the Said business school at 
Oxford University. 



Partners: Pricewgtertiouse Coopers put Vtrgfcva Benson (left) and Ben Knapp together David HoweBs 



NEWS FROM CAMPUS 


Cash backing 
for Harvard’s 
foreign MBAs 

International students who are 
offered an MSA piece at 
Harvard Business School wW 
no longer have to turn the 
place down through lack of 

funds. 

Harvard has negotiated a 

toan scheme with Citibank for 
all new students, regardless of 
citizenship. In the past private 
loans were usually limited to 
US students. 

The agreement between 
Harvard end the Student Loan 
Corporation, a subsJtfary of 
Citibank, means MBA 
students are eligible to borrow 
kinds under a custo mi sed 
version of Citibank's private 
CitiAssist programme, in 
return. Citibank has become 
the only financial institution to 
be granted preferred lender 
status with Harvard MBAs. 

Features of the loan Include 
a low Interest rate, repayment 
over IS years and a waiver on 
fees to set up the loan. The 
total two-year budget for a - 
single student in the MBA 
programme is about $95,000 - 
(£57,600), according to 
Harvard, Including fees, 
housing and personal 
expenses. More than.25 per 
cent of the Intake on the 
Harvard MBA come from 
outside the US. 

Harvard wwwJibs.eeki 

Unicon takes 
on Morgan 

The international executive 
education body, Unlcon, has 
elected an executive 
education specialist from 
North Carolina to be the next 
president and chairman of the 
board. 

Frank Morgan, executive 
programmes director at the 
Kenan-Flagler business school 
at the University of North 
Carolina at Chapel Hill, will 
succeed Michael PrffieW from 
Henley Management CoBege, 
who was the first non-US 
chairman. 

Unloon, which stands for 


utt International University 
Consortium for Executive 
Education, was founded In 


1972 and now has 67 member 
schools, inckJcBng Harvard, 
Stanford and insead. 

Unicon: US, 903 003 1180 

New home in 
Rotterdam 

Later this week construction 

wQI begin on the new building 
for the Rotterdam School erf 
Management on the Erasmus 
University campus in the 
Netherlands. RSM plans to 
move into the buficbig, which 
win have lecture. haSs, 
break-out rooms for 
discussions, a trading room 
simulator and electronic 
library, by the end of 1999. 

The building wiR enable 
RSM to expand its full-time 
and part-time MBA 
programmes and to bring its 
executive programmes on to 
the main campus. 

Erasmus: wwwjsntnU 

Essential guides 
for students 

Revised editions of two 
favourite business schools 
guides wifi be on safe from 
this month. 

For these trying to track 
down relevant executive 
p rogr a mmes, the Economist 
Intelligence Unit has published 
the third edition of Which 
Executive Programme? Priced 
at £29.95 ($50). the guide 
examines some of the best 
programmes in a market 
estimated to be worth $12bn 
(£7.2 bn) a year. 

BU: UK. (0)171 830 1007 
The London-based 
Association of MBAs has 
brought out the latest version 
of tts Guide to Business 
Schools which, claim the 
compilers, covers everything ■ 
the budding MBA student 
needs to know before 
embarking on an MBA. Priced 
at £26.95 In the UK, the guide 
looks, among other things, at 
studying oversees and how to 
finance an MBA course. 
Association of MBAs: 
wwwjnba.org.uk 


lafonuitian far News from Campus should be sent to Bdh Bradshaw, 

The Financial Times, One Southwark Bridge, London SET 9HL 
TaL 44 17.1873 4873 Fax 44 1 71 873 3950 
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1998 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 

R is vital that today's finance professional keep 
abreast of the latest developments. For the 
past decade ICMB has budt a sofid reputation 
training executives from over 900 institutions 
and 84 countries In the latest risk management 
techniques. A ftighfy renowned International 
faculty assists parttdpants to build sophisticated 
skffls which enables them to profit from complex 
challenges m a rapidly changing environment 
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Kevin Wilson August 17 -21 

MODERN SECURITY ANALYSIS FOR PRACTITIONERS 

Richard Levfch August 24-28 

EXCHANGE-RATE US) INTERESTRAJE EC0N0HCS 
AND F0RECA5TNG 

6 Hashem Pesaran Aug. 31 -Sept 4 

FORECASTING TECHNIQUES H FWANCIAL MARKETS 

7 Stephen Schaefer September 7- 11 

BOND PORTFOLIO AND MTEREST-AflTE FBSK 
MANAGEMENT 

B Anthony Neuberger September 14- 18 

THE USE OF DERJW01VESM CORPORATE FHANCE 
AND PORTFOLIO MANAGEMENT 

9 Rend Stulz September 21 - 25 

FINANCIAL RISK MANAGEMENT AND DERIVATIVES 

10 Gordon Ibbotson Sept 28 -Oct 2 

ADVANCED LARGE CORPORATE CRBJtT 
ASSESSMENT 

11 Mke Staunton October 12 - 16 

ECKMfY PORTFOLIO MANAGEMENT 

12 Philippe Jortan October 18 - 23 

GLOBAL ASSET ALLOCATION 

13 David Cox November 9- 13 

QUANTmmVE TECHWOUES FOR FWAKCIAL 
MARKETS 

14 Salih Neftri November 16 - 20 

ADVANCED MATHaUTICS OFDERKMTYE PRODUCTS 

For our detailed brochure, please contact 
Fabienne Scagfiola or Beatrice Candoift 
fCMB 

Av. Blanc 49 - 1202 Geneva, Switzerland 

Tel: +41-22/7319555 
fax: +41-22/7319575 
httptfhaiwww.unige.ch/icrnb/ 
e-mail icmbQhei.urtigexh 
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WEAPONS THAT BUND DR POISON 

HAVE BEBI BANNED. 



SO WHY IS THE WEAPON THAI DD 

HE Dll LEGAL? 


There are some weapons so 
abhorrent that their use simply 
cannot be permitted. 

The horrific effects of poison 
gas in World War I saw this 
weapon banned in 1925. 

The insidious blinding laser 
joined this list in 1996. 

V- . 

But there is <ine weapon that 
causes untold human suffering 
and still continues to be used. 

That weapon is the landmine. 

Anti-personnel landmines are 
frequently laid in a haphazard 
fashion and continue to operate 
long after a . conflict has ended. 

Which means the victims 
tend not to be soldiers with 
ample medical support, but 
poor men, women and children 
playing no part in the conflict. 

Today, somewhere in the 
world the life of another young 
child will be cruelly shattered 

by one of these weapons. 

Just one of seventy civilians 
who fall victim to the landmine 

every single day. 

That is why the International 







Committee of the Red Cross is 
leading the call for a total ban 
on the production, export, use 
and stockpiling of anti-personnel 
landmines. 

The weapon that mutilated 
this defenceless child cannot be 


allowed to continue its carnage. 

Before another century starts, 
landmines must be stopped. 

INTERNATIONAL COMMITTEE OF THE RED CROSS (ICRC) 

LANDMINES MUST BE STOPPED 
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WORLD CUP 




2002 TOURNAMENT 'BIZARRE DECISION' THAT MUST BE MADE TO WORK 


REFEREES 


Teamwork put to test for new organisers 

-A. .. . . _ . . vrhna mnat some of the eames - as I 


Patrick Harverson reports on the obstacles ahead for Japan 
and South Korea, the joint host nations for the next World Cup 


As Brim as it may seas, now 
that France 98 Is over it is 
time to start thinirinp about 
the nest World Cup. Given 
the unique challenges facing 
the organisers of the new 
Qnit tourna- 
ment - to be jointly hosted 
by South Korea and Japan - 
four years may not be long 
enough to prepare for the 
kick-off In June 2002. 

fiver since Fife, world foot- 
ball's governing body, made 
the bizarre decision In 1S96 
to appoint cohosts In 2002, 
the sport's bureaucrats have 
been grappling with the 
problems of organising the 
world’s biggest sporting 


event in two countries with 
a history of enmity and 
mutual suspicion - not to 
mention separate languages, 
currencies, time zones and 
cultures. 

The complications are 
mind-boggling. No fewer 
than 20 cities, double the 
number used in France, will 
host the 64 games. 

The political tensions, 
between the host organisers 
have eased during the two 
years since that fateful com- 
promise, but the financial 
and organisational burdens 
have grown with the onset 
of a severe economic crisis 
in the region. The economic 


situation has deteriorated so 
badly in Japan and South 
Korea during the past year 
that there has been specula- 
tion that either one or both 
countries might have to 
withdraw. 

Concern has particularly 
focused on South Korea, 
where the crisis is more 
severe and likely to last lon- 
ger than in Japan. Infra- 
structure and stadium devel- 
opment plans have already 
been cut back, but South 
Korea most still make sub- 
stantial investments in 
transport, including a new 
airport, tourist amenities, 
hotels and media facilities. 


Last week, Choi Chang-Shin, 
the secretary-general of the 
Korean organising commit- 
tee, put the latest estimate of 
the total cost of the World 
Cup at WonUWObn (9lbo). 

However, despite the huge 
Investment required to pre- 
pare the country for the 
tournament, representatives 
from South Korea were put- 
ting on a brave front for the 
media while in France. At a 
Paris reception on Friday for 
the 2002 hosts, Choi Gbang- 
shin was asked about the 
dire economic situation in 
his country the special 
problems this created for 
World Cup preparations. 

"What special problems?” he 
replied. 

The Japanese football 
authorities were also dis- 


playing remarkable sang- 
froid. Tadao Mnrata, director 
of the Japan Football Associ- 
ation and a member of Fife's 
World Cup or ganising com- 
mittee, said: “So far, we 
don't worry about the eco- 
nomic situation. We are not 
thinking about it" 

Both groups . were also 
being coy about, what they 
had learned from the French 
organisers this summer. The 
light scat of things were said 
about the ticketing arrange- 
ments, widely agreed to have 
been poorly handled at 
France 98, but little else was 
revealed. The South Koreans 
seemed most keen to ensure 
their opening ceremony 
would prove If not better, 
th«« at least more compre- 
hensible than France's. 


While most observers 
believe South . Korea and 
Japan will he ready to wet 
come the football world In 
2002, there are other ques- 
tions about the nest World 
Cup that need to be 
answered: 

Will the two “home” teams 
be good enough to progress 
beyond the first round, and. 
if they are not, how will this 
affect the tournament? When 
wtH the games be played - 
in the evenings to suit Euro- 
pean television audiences, or 
in the mornings to suit 
South American audiences? 
Will the stadiums be robbed 
of atmosphere by the likeli- 
hood that few visiting foot- 
ball fans will be able to 
afford to go? Will North 
Korea be invited to host 


some of the games - as has 
been proposed - adding an 
'^bpa layer of organisational 
and political complexity to 
an already complicated' 

tournament? 

Answers to these and 
other questions were sot 
forthcoming In Paris last 
week. 

As with .the US in 1884, 
Fife believes it is right to 
take the football’s greatest 
.event to new, unchatted. ter- 
ritory. However, the decision 
had more to do with the 
sport’s politics than with 
organisational practicalities. 

From today, the football 
authorities in South Korea, 
Japan, and In Switzerland 
(Fife's home), have four 
years to prove it . was the 

right QT<e. 


In search 
of fair 
play in all 


quarters 


France 98 wU be remem- 
bered in part as the Weald 
Cup of rough justice. 

Officials were extraordi- 
narily s eve re when dealing 
with certain "showcase” 
offences, such as tackles 
from behind, retaliation and 
dissent. But this was mixed 

with extreme laxity whan 

sanctioning others - diving, 
feigning fojtuy and 'the sort 
of shirt-puffing and holding 
that has turned penalty 
areas Into virtual war zones 
before corners and free 


CROATIA 2 HOLLAND 1 THIRD PLACE PLAY-OFF 


Dutch attacking treat 
proves too expensive 



By Patsr Mctarfs 


NUMBERS SO FAR 


* It was a match that Holland 
bad no heart for. They put a 

- gloss on it and pushed 
gloomier thoughts aside 
with a strategy of adventure. 

Guus Hiddink, the Dutch 
' coach, pushed left-back 

- Arthur Numan up On the left 
to support Philip Cocu, and 

' Boudewijn Zenden was 
absolved erf defensive duties 
on the right In the clever 
tricks department, Clarence 
: Seedorf and Zenden battled 
' for top wiling. In all, it was 

- an engaging effort at show- 
1 manshlp and it cost them 

the match. 

Unfortunately, football Is 
not often a game for to man- 
' tics. Hiddink ’s philosophy 
could have paid off an a day 
' when Dennis Bergkamp 
offered a threat or Patrick 
K1 ill vert converted his 
chances, or on a day when 
Dutch adrenalin was not in 

- such short supply. 

Imprecise in the final 
phases of attack, they were 
left exposed at the back. 
When the Croats charged 
from defence only Frank de 
Boer and Jaap Stam stood 
between them and Edwin 
' van dw Sar in goal. 

They were caught In the 
13th minute, with Robert 


Gods total 16B 

Bookings ... 247 

Leading goalscorer — 


Sendings off ..... 21 

Converted penalties — 17 

Davor Sukar (Croatia) 6 


Prosinecki tidily finishing 
off the move. And though 
Zenden replied with a fine 
individual strike in the 21st 
minute, they were caught a 
second time after 35 min- 
utes, when Davor Suker had 
SO much timo on Qyt hail ha 

could have written van der 
Sar a letter to tell hhn when 
the shot was coming. 

Suker’s goal was the single 
rapturous moment in the 
match , the Croats threading 
together almost 30 passes, 
mostly one-touch, before the 
striker claimed his sixth goal 
of the tournament. Sadly, it 
also condemned the game to 
a second half of such limited 
Croatian ambition that van 
der Sar was not troubled by 
a single shot. 

Holland reformed at the 
break and looked more bal- 
anced for it, with Numan 
playing deeper and Coca 
replaced by Marc Ovennars 
on the left, which put Mario 
Stanic on his guard. Over- 
mars tortured him briefly, 
but lacking true fitness was 
soon closed down. Berg- 


kamp, looking even less fit, 
was replaced by Pierre van 
Hocrfjdonk in the 58th min- 
ute. 

The final stages of the 
game were more an opportu- 
nity for the Croats to display 
their theatrical talent. A 
number of players could 
have been nominated, but 
Suker took the Oscar, col- 
lapsing like a sack of pota- 
toes after the gentlest touch 
from Frank De Boer in the 
penultimate minute of the 
game. When Suker eventu- 
ally rose, he shrugged as if it 
were all just a piece of fun. 
The crowd thought other- 
wise; most of than had come 
to jeer Slaven Bfilc; if Suker 
wanted a piece of the action, 
that was his choice. 

There were about 4.000 
Dutch and 2,000 Croat sup- 
porters in the Parc deg 
Princes in Paris rooting Cor 
their tanwR- The remaining 
40,000 seemed to have only 
one intent: to berate Bilic for 
his port in the dismissal of 
French defender Laurent 
in the sezni-finaL Bfilc 




V for Victory. Croatia's match-wimar Davor Sukar (Mt) and c a plafa Zvonmir Boban salute their supporters after the game 


has not been the only actor Croatian representatives 


in this tournament, but kee- bad readied this level once 
ling over grasping his fore- before, supplying five of the 


team in the world. For a 
nation only formed in 1991, 


approaches to Hiddink, who 
leaves this tournament with 


the journey has been brief both his and his team's repu- 


head, when he had appar- Yugoslavian team in the 


ently been pushed on the 1962 third-place play-off 
chin, made b» m one of the against fihfle- That day they 


least popular. After the 
match, Croatia's coach 
Miroslav Blasevic did his 
best to defuse the situation. 


lost. On Saturday, joyfully 
atop a hastily constructed 
podium, they were endorsed 
as the third-best football 


but the distance travelled 
long. 

The Dutch do not need to 
rebuild their team for the 
European cham pion s hips in 
2000, just their psyches. The 
biggest threat could be 


tation greatly enhanced. He 
denied any links with the 
Real Madrid coaching post 
that came vacant last week, 
but the Dutch would do well 
to get his' signature on & new 
contract quickly. 


BEST AND WORST THE UPS AND DOWNS OF FRANCE 98 


Super siblings, big tantrums and terrible socks 


Although this edition of the Financial Times went to press before the World 
Cup final was over, Simon Kuper, Patrick Harverson and David Owen 
offer their nominations for the tournament's best and worst categories 


> Best game: England-Argentina (or 
‘ BrazD-Holiand tf you have Dutch 
| sympathies). 

* Biggest Hop: Italian striker Ales- 
; sandro del Kero. 

» Falsest dawn: Scotland's res- 

* pectable 2-1 defeat against Brazil 
jin the opening match, which 

> fooled everybody into thinking 
•they had a reasonable team and 
’ might get through to the second 
■ round. 

‘Best brothers: A dead heat 
, between Denmark's Brian and 
< Michael Laudrup, and Holland's 
j Frank and Ronald de Boer. How- 
ever... 

* Best twins: The De Boers - hard 
-to think of a better single-egg 

combination at any World Cup. 
Best player (for a total of four 
‘-mmutesy. Dennis Bergkamp. 




Dual wfnmre: HoBaod's da Boar twins, Rank fleft) and Ronald 


Worst player (for the rest of the ask which player you would least 
time): Dennis Bergkamp. like your team to face, and there 

Best player overall: Whatever can be only one answer, 
anyone says, and despite all the Goalkeepers l (most disappo in t- 
hype beforehand, Ronaldo. Just mg): Claudio Taftarel - far a Bra- 


zilian goalkeeper, disappointingly 
good. 

Goalkeepers 2 (who emphatically 
failed to justify their domestic bill- 
ing as “Vte best in the world"): 
David Seaman, Andreas Kopke 
and Edwin van der Sar. 

Biggest cheats: Ariel Ortega, 
Diego Steoeone, Lorenzo Staelens, 
Dejan Stank ovic and almost the 
entire Croatian team. Michael 
' Owen, the most promising young 
cheat. Is still disappointingly 
goal-oriented: he goes down solely 
to win free-kicks and penalties, 
rather fli pp for the sheer aesthetic 
pleasure. Owen should learn from 
Ortega, who dived to try to win a 
penalty against Holland when 
it would have been easier to 
dribble round Jaap Stam and 
score. 

Fairest players: Ronaldo, Tony 
Adams and Frank de Boca-. 

Worst socks: Germany's. Just 
what alphabet did they use to 
print those letters? The garments 


should be pensioned off along 
with the team. 

Worst continent Asia, although if 
Antarctica had submitted teams 
they might have bear even worse. 
Given the constant growth of the 
World Cop, we should soon find 
out 

Most disappointing continent: 
Africa- 

Most baffling opening ceremony: 
What were they thinking of with 
those racially stereotyped giants 
and that excruciating poetry? It 
will be a long time before the 
French catch on to modem foot- 
ball irony. 

Best tantrums: peter Schmeichel, 
the Danish keeper, who berated 
eight-year-old ball boys for not 
returning the ball within his spec- 
ified L34-second time limit. 
Second-best t an trums : The entire 
US squad after coming 32nd out of 
32 teams. 

Worst job: Covering Austria. 

Nicest remark by a coach: Berti 


Vogts, German manager, saying 
that he would rather that Ger- 
many had lost to Yugoslavia, if it 
meant that the Lens policeman 
beaten Info coma by German fans 
on the same day was made well. 
Dumbest remark by a coach: 
Vogts saying Germany had lost to 
Croatia because of a Fife conspir- 
acy to remove his side from the 
World Cup. 

Second dumbest: England's Glenn 
Hod die, saying that the English 
fens in Marseilles had been pro- 
voked by Tunisians. 

Most courageons decision: 
HodcUe’s, in making Michael 
Owen start the World Cup on the 
bench. 

And finally - best response to 
those who say the World Cup 
should never have been hosted in 
France because the country lacks 
passion for football: True, 
but have you ever eaten in a 
French restaurant, or visited the 
Riviera? 


The result is a lingering 
feeling that relatively honest 
troopers such as Laurent 
Blanc, Morten Wiegborst, 
Zinedine Zidane and even 
the foolish David Beckham 
have been punished too 
harshly, while the real cul- 
prits have largely got away 
with iL 

These perpetrators of foot- 
ball's black arts ham shown 
enough savvy to avoid the 
tackle from behind, which 
referees were always going 
to pick cm at this World Cap, 
in favour erf other less dan- 
gerous, but no less illegal, 
ways of grabbing an unfair 
advantage. 

One of the most effec ti ve 
ways of doing this is by 
reducing the opposition to 10 
men. Of 21 red cards meted 
out before yesterday's final, 
only three were given to 
players who ended up cm the 
winning team, hi two cases, 
those of Zidane and Arthur 
Numan of Holland, the 
games ftniKhwi 10-a slde. Far 
Blanc, the expulsion came 
relatively late in the game 
with France leading. 

It Is to the detriment of 
the game to allow this situa- 
tion to continue, but how 
can It be chang ed for the 
next World Cup in 2002? 

One remedy would be to 
supply referees with a 
greater number of punish- 
ment options. Even when a 
red card is justified, its puni- 
tive effect varies immensely 
and arbitrarily, depending 
on whether a given offence 
is committed in the eighth or 
80th minute. 

Time-limited expulsions, 
in the maimer of ice- 
hockey's “sin-bin’, should be 
considered. So should send- 
ings off where the offending 
player is replaced by a team- 
mate, thus delivering per- 
sonal retribution without 
ruining the game. 

The powero-that-be should 
also give World Cup officials 
a better idea of whether they 
are likely to be retained for 
the latter stages, well before 
tiie tournament begins. 

Being judged on their first- 
round performances puts ref- 
erees in a vulnerable posi- 
tion. As one assistant referee 
said; “We are all here to help 
each other, but at the end erf 
the day. we all want the 
same thing." It is hardly sur- 
prising that a public exhor- 
tation by Sepp Blatter, the 
new president of Fife, the 
game's governing body, to 
give red cards for tackles 
from behind should appar- 
ently have contributed to 
“Red Thursday" on June 18, 
when five players were sent 
off in two games. 

Dismissed players should 
also be able to appeal 
against the decision with the 
aid of video evidence. 


David Owen 


l, 








hits. 


www.frahce98.com 


^^ver one billion kits since tke beginning of 

World Cup 1998! France98 .com, designed and 
developed by EDS, is tke most popular event related 
website in history. It’s just one more example of bow 
EDS can kelp its customers manage complexity of 


immense proportions. So if you want to create and 
manage exponential growth in your company, call us 
at 44-181-754-4822, or visit us at www.eds.com. And 

be sure to enjoy the official World 
Cup Uffebsite at www.france9S.com. 
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*ho«sfL : - 

Catetetto’sE 
*y«V 
:opa4^^%. 
„*hh National? 




po te t^jns.antftekes^farnrtof 

atc^atonglheafflTdCaBisL 


a'roJroopeciweof American ' 
arttefBriaceNkimanan ..' 
TJuir^.donAiatedfcyhls 1 
. oudto-visualandsoind 
isfaBWom^bowJ. ‘"v.-'-. 
•I ; .; Three productkxis of musicals 

i t^anti nfl&icon Wednesday, .' 

> Trevor Nunn's National Theatre' 


prod u i*fc«gfthB flogere- 
Hsmmeretoln das*? OM* fiofotf - ' 
-opens a4^0fcjai , TT>6aIrt? •_ *' * 
fcomoirow.Ste^PJmlotfe . ' 
prcxixdkvi at Laban’s Apofio of 
OrpooAt^stan^gfbO^ . * . 
ScoteW fo *ow rigift with 97 ;•■ 
araraaWt^ and soags by Leslie. 
Srieusse; and ta^l E)«m, a V ■• 
new musical by Andrew Peggie - 
and Stephen Cfafk at toe ; • 

Bridewell Thaaflra . ; . v " .v ” 

■ The famous S^jpenwbtf’ , 
TTisatre Cornpaiy fiwCticBgo. 
led by Joto Mahoney, viats ' 
Lcndorvopei^ngaft^heSsrbicari 

Theete.onTbuoday.witbfte- .... 

Hartdasajc The Men j 

to Dinner: ' . ’ L; - • ■• ■ 


.deludes the reformed Bluas 
Brrthere Band (Wednesday and 
Thursday). BrazSIans G&xsio Gil 
and Manga Monte in a duo 
{Friday}, and Trumpeter Hugh 


BREGENZ 

The Bregere festival opens on 
Thureday with Montemaafs 
rarely perfexmad opera L’amore . 
deftm re. The main attractfcr on ' 


Mandate's Wrthday on Saturday. I revival of Got* Friedrich's 


' Sedate Sumner ton^fcffcf 
: iritiwsngtoQ. weeMongbir; 



production ti Porgyand Bass. 
conducted by Andrew (Jtton. 

OSNABRUCK 

IherFdte Mnibetan Museum, . 
c o n n f m or at ing the painter who 
tied in the Hotecauat opens 
arrths north German 
dtyonThorsday.lt 
was designed by 
DmfaHJBbesJdnd, 
the American * 
arcbftad reoantiy 
oonsnssaxiaa id 
destgnJmMi 
museums tar Bertn 
and San Fiancboa 



Schmitt and some new works fcy 
Hnnidi composers. The first 
concert is on Sunday, and the 
test on August 2. 

VERBIER 

Music takes ewer thte Swiss 

Alpine resort tor the next 
three weeks. Founded and 
. run by i mpresar io Martin 
. * Enodroem, the Vtetriar 
WM festival ta a heady 

■jS ooe*!aa d mountate Bdr. 


The workHonownad chamber - 
music festival In this north fihnteft 
town Indudes large doees of 
Haydh and VBalnboe, French 
music from Chausaon to Ftorert 


^ pemered chamber 
reeftah, in which soloists 
of the caffljre of Maxim 
Vengerov. Yuri Bashmet (MR) and 
Boris Berezovsky knock spate 

off each other. The Curtis Institute 


orchestra, end there wS be 
tributes to Rodion Shchedrin end 


A rare and 
intimate 


m 


In Aix-en-Provence, 
Andrew Clark finds a 
Peter Brook miracle 

In. the programme-book for Don 
Giovanni at the Aix-en-Provence 
festival, Peter Brook pronounces, 
oracie- like, on virtually every 
scale' in the opera, colonring his 
comments with a lifetime's obser- 
vation of people, theatre, rinema 
and music. It's a performance in 
itself; and if you have time to read 
it beforehand, it makes you scepti- 
cal about what you’re going to see 
and hear. How can anyone djstH all 
this experience, translate it to the 
stage, and still make pure, unadul- 
terated sense of Mozart's dramma 
giocoso? 

. The miracle of the Alx Don Gio- 
vanni is that Brook has done just 
that - to the dismay of some sec- 
tions of the first night audience. 
They •' wanted a picture-book 
Seville, a sequence of outsize 
scenes and characters, an operatic 
stereotype. Brook will have none of 
that His staging is simple, hare, 
true to life. It begins and ends in 
the music. _ ft presents characters 
who ’are very much stage animals, 
but whose performances cross the. 
footlights in such a way that you 
feel complete, complicity .with 
everything they think and feel. 
There are no gags. no conventional 
solutions. The result is one of the 
most naturally absorbing nights in 
the theatre that ! have witnessed. 

Ifs a wonder Brock ever came 
back. He last staged Mozart' 50 
years ago — a Coyent Garden Fig - 
aro. And it’s 30 years since he dis- 
missed grand opera as “a night- 
mare of vast feuds over tiny 
details". Since then he has con- 
fined himself to stripped-down, 
experimental versions of Carmen 
and PeJZ&u in his own Paris thea- 
tre So there was an element of- 
c u rios i ty, almost disbelief, when it 
became known that the Aix festi- 
val was to be relaunched this sum- 
mer with a Brook st a gin g . Had he 
really capitulated? Has he re-ac- 
cepted the literalness of opera? 

The answer must be “yes" - but 
on his own terms. Brook agreed 
only because Stephane Lissner, the 
man charged with reviving Ala's 
fortunes, guaranteed him the work- 
ing conditions he enjoys at the 
Bouffes du Nord: young casts, long 


and dedicated rehearsal, an atmo- 
sphere in which everyone can turn 
. the work inside out and rediscover 
it for themselves. 

In Don Giovanni, this results in a 
reading of rare fluidity and Inti- 
macy. The characters <rfng their 
lines tront-of -stage: there’s no 
straining, no . sense that they are 
engaged in anything other than 
musical conversation. Nor is there 
any decor there isn’t any need for 
' it As Brook reminds us in the 
overture, played with the cast 
seated expectantly around the 
stage, the drama is all in the music 
and tiie personalities it portrays. 
AH they have to fell back on - 
apart from Chlofe Obolensky's styl- 
ish and class-conscious modem 
costumes r are a handful of col- 
oured benches with detachable 
poles, overlooked by the 18th cen- 
tury stone facade of the open-air 
Theatre de rArchevfecM. 

Far from cramping bis style, the 
discipline .of working, to a text 
appears to have liberated Brook. 
There may be nothing literal about 
the murder of the Commendatore, 
the beating of Masettn, the master- 
servant. switch or tlje arrival of the 
stone guest - but each is enacted 
with such resourceful stagecraft 
that we identity immediately with 
what is happening. With almost 
every turn of. phrase. Brook 

reminds US that light.hpartwtnPKS 
in Mozart is synonymous with poi- 
gnancy; and the beauty of this per- 
formance is the way each member 
of the cast expresses these ambiva- 
lent shades. 

Nowhere is this more obvious 
than the catalogue aria: the joke 
seems to he on Leporello, untfl the 
truth gradually, tragically crosses 
Elvira's' fece. She is no hysteric: 
Melanie Diener turns her into a 
character of considerable depth 
and thoughtfulness. Carmela Remi- 
gio’s Anna and Lisa Larsscm’s Zer- 
lina are no less sincere, but cannot 
match Diener’s silver-plated voice 
and personality. 

With the exception of Till Fech- 
ner’s puny Masetto, the men are 
more evenly balanced. As a for- 
from- wimpish Don .Ottavio, John 
Mark Ainsley gives the perfor- 
mance of his life, Gilles Cache- 
maflle is the definitive Leporello. 
Gudjon Oskarsson a marvellously 
concen trated Commendatore - and 
Peter Mattel a Giovanni of explo- 



Ragtag of the 
Church clergy 


Pater Mattel as Don Qfcnraonfc as nmw 

stve energy, virility and charm. 

Not since Ruggero Raimondi has 
there been a seducer who so easily 
combines danger and noblesse, 
whose smile is the flip-side of a 
vicious glower. Mattel acts like an 
over-eexed young aristocrat, using 
his towering physique to advan- 
tage. This Giovanni is as ravenous 
as be is vindictive - but that does 
not stop us secretly liking him. 
Matters Serenade is rapturously 
honeyed, his Champagne aria per- 
fectly articulated despite being 
taken, at a furious tick- this is a 
fascinating performance. 

So, too, is everything we hear 
foam the pit The fact that Z have 
withheld mention, of Daniel Hard- 


s as he is vtafletive 

tog’s contribution till now does not 
moan he was anything less t h a n an 
equal partner with Brook. Harding, 
a 22-year-old British- conductor, 
shared the musical preparation 
with his mentor, Claudio Abbado; 
no one knew until a few days ago 
which of the two would preside 
over the opening night. In the 
event, doubtless encouraged by 
some preview performances. Hand- 
ing conducted with a mixture of 
youthful freshness and extraordi- 
nary maturity. ... 

In no way was this a “borrowed" 
interpretation; nor did the equally 
youthful Mahler Chamber Orches- 
tra, playing with modem instru- 
ments but period manners, seem 


P. VOttAlR PPP 

anything less than intimately 
acquainted with the music’s sense 
and style. Within each phrase 
Harding whipped up a fury while 
uncovering the tBprtwnpq; behind 
it: I particularly liked his cor 
amore treatment of “Dali a sua 
pace", the dancing accompaniment 
to “Andiam" in the Giovanni/Zer- 
lina duet, and the way he locked 
immediately into the tempo 
changes. 

Both Brook and Harding faced a 
mountain of expectations in this 
production; the fact that they sur- 
passed them suggests that, in a 
world of operatic excess, there are 
stih old truths waiting to be discov- 
ered. 


THEATRE 

Aftn^ONYTHORNCROFT 

Ratios Demon 
CMtimter FesUnl Theatre 

Now that local boy David 
Hare has scooped a knight- 
hood, his state-of-the-nation 
plays are reckoned to be 
suitable for the mop heads of 
the Chichester Festival. Roc- 
fop Demon , his strangely 
passionate study of the tra- 
vails of the Church of 
England, is perhaps the best 
of the genre, being less 
dependent an statistics and 
more concerned with human 
frailties. There is also a grip- 
ping plot which only falls 
apart to the final scenes. 

TCiere is much of George 
Bernard Shaw in Racing 
Demon : the characters bra- 
zenly represent the ragtag 
and bobtails of the Church 
Established. There is the 
woolly headed rector, the 
Rev Lionel Epsy (the excel- 
lent Dinsdale Landen), 
whose own self-doubts make 
him a hopeless shepherd far 
his inner-city flock; the born- 
again curate, the Rev 
"Tony" Ferris (Paul Ven- 
ables. impressively de- 
ranged). whose fundamental- 
ism is driving him towards 
the wrong side of fanaticism; 
the beatific Rev “Streaky" 
Bacon (a charismatic Peter 
Bourke); the gay Rev Harry 
Henderson (Mark Kingston), 
all presided.- over .by the 
Bishop of Southwark (Denis 
Quilley, positively shaking 
with fervour), whose conser- 
vative convictions keep him 
awake at night in a world 
where the church is little 
more than an out-station of 
the soda! services. 

On Stephen Brimson 
Lewis’ bleak, adaptable, 
stage, enlivened by trains 
roaring across the mean 
streets, and throngh Christo- 
pher Morahan’s quick direc- 



Tortured uouta Denis QuSay (left) and Dinsdale Landen Absttir Mar 


INTERNATIONAL 

Arts 

Guide 

ATLA3NTA 

EXHIBITION 
High Museum of Art 
Tek 1-404-733 4444 
Self-Taught Artists of the 30th 
Century: An American Anthol ogy. 

300 works by mow than 30 artiste, 

an of mem without formal training; 
from Jui 14 to Sep 20 

BUDAPEST 
exhibitions u ^ 
Hungarian National Gallery, Buda 
Castle 

7et 36-1-375 7533 
Jozsef RIppfRonal: retrospectiv® 
of the Hungarian _ 

post-lmpnesionfet. eomprfeteg 250 
works. Includes decorative art 

i .mm.nI nhntmnans 


family-owned Zsolnay factory in 
Pecs, indudes goblets, vases and 
ether objects. The museum Itself, 
opened In 1696, is Itself decorated 
with Z&olnay pyrograntte; to 
Sep 27 

COPENHAGEN 

EXHIBITION 

Louisiana Museum of Modem 
Art, Hundebaek 

Tel: 45-4019 0719 
wvmJouhdaoa.dk 
Louisiana at 40: The Collection 
Today. Anniverseay exhibition of 
the permanent coltectlon, designed 
to showcase 40 years of work. 
Highlights Include works by 
Giaoometti; to Aug 30 

EDINBURGH 

exhibitions 

National Gallery of Scotland 

Tot 44-131-624 6200 


and letters as wefl as paintings . 

loaned by private collectors and 

museums; to Sep 6, then 
transferring to . . 

Sa ln t-Gen T1 aln-en-Laye near Pa™ 

Museum of AppEed Arts 

Tet 38-1-217 5222 - 
Zsolnay: Art Nouveau Ceramics. 
OtepJay of 200 Objects made 
between 1897 and 1918 at the 


Baroque Sculpture end Design In 
the Age of Bemkri. The National 
Geflary's mgjor festival exhibition ■ 

for 1898 tee celebration of 

outstanding artist of the Italian 
baroque, Gianlorenro Bernini, on 
the fourth centenary of hte btoh; to 
Sep 20 

Scottfeh NMonal Portrait Gallery 

Tot 44-131-624 6200 
• Robin GWandenc Utile Sparta. 
Photographs of the painter ten - 
Hamilton Ffodtey's garden at 
Dunsyre In the Pentiand Hffls. 

Banders has been woridng.there 
since 1993, and the display 
Includes a range of coBaborathre • 
works - posters, prints and 
postcards; from Jwl 17 to Now 29 


• The Winter Queen: The Life of 
EBzabeth of Bohemia. Includes, 
around 50 paintings, plus a 
selection of engravings and 
medals; to Oct 4 

gummerglass 

OPERA 

Alice Busch Opera Theater, 
Cooperstown 
Tat 1-B07-547 2255 
The Mother of Us AH: by Vrrgil 
Thomson. Conducted by Stewart 
Robertson in a new staging by 
Christopher Alden, with sets by 
Allen Moyer; Jtd 18 

GLYNDEBOURNE 

OPERA 

Gfyndeboume Festival Opera 
Tet 44-1273-815 000 
Rodelirida: by Handel New 
production directed by Jean-Marie 
Vdtegier, with seta by Nicolas de 
I4artre end Pascale Cazales. With 
foe Orchestra of the Age of 
Enlightenment conducted by 
WBBem Christie; JuJ U 

GRAZ 

DANCE 

Opemhaus 

Tab 43-316-80080 
Kirov BaJtet to a time-week 
season, fferforn^^ 

Sleeping Beauty tkrt 13), Swan 
Lake pul 14, tfi), a - Fokina evening 
(Jul 17) and La Bayadere (Jut IS) 

HRAKO^ 

EXHB1TION 

Phcfeca pa aM 

Tok'48-12-422 861B 


Ecole de Paris - Jewish Painters 
from Poland: pictures from 
Wajciech Fibak’s collection, 
produced by painters working In 
Paris in the first half of this 
century; to Aug 30 

LONDON 

CONCERTS 
Barbican HaB 
Tab 44-171-538 8891 
Carmen: by Bizet Sir Coffn Davis 
conducts the London Symphony 
Orchestra in a concert 
performance, with soloists 
including Olga Borodina and Jos6 
Cura; Jul15. 17 

EXHIBITION 
Barbican Art Gaflety 
Tet 44-171-638 8891 
The Warhol Look/Glamour Style 
Fashion: indudes screen prin ts, 
tflms, reconstructed window 
displays, photographs, illustrations 
and dotting, mainly drawn from 
the Warhd Museum and offering 
Insights into Warhol’s work to this 
area aid the New York scene of 
the period; to Aug 16 

MADRID 

EXHIBITION 

Museo National Centro de Arte 
Rebia Sofia 
Tet 34-1-467 5062 
Federico Garda Lorca (1898-1936); 
centenary celebration of the 
Spanish poet Includes 
biographical material and examples 
Of the different forms In which 
Lorca worked - inducting theatre, 
music and the visual arte - with 
friends and collaborates Including 
Fate, Qatf and Bunuet to 


MILAN 

OPERA 

Taatro alia Scab 

Tet 39-02-68791 

wwwJascalajrSano.it 

Lucrezia Borgia: by Donizetti. 
Conducted by Gianlirigl Getmetti In 
a staging by Hugo Os Ana. Casts 
vary; look out for Renee Fleming; 
Jut 13. 14, 16, 18 


MUNICH 

CONCERTS 
PhSiarmonie Gasteig 
Tet 49-69-5481 8181 
Munich PhiBwmonk: Orchestra: 
conducted by Jun Mdrkf In woks 
by Brahms, Mahler and 
Schoenberg. With soloist Barbara 
Hendricks; Jul 13; 14, 15 , 16 

PARIS 

OPERA 

Op6ra National de Paris, Opfoa 
Bastille , 

Tet 33-1-4473 1300 
La Traviata; by Vertti. Production 
directed by Jonathan Miller and 
conducted by James Conlon. Cast 
includes Ramon Vargas; Jul 13 

SAN FRANCISCO 

CONCERTS 
Davies Symphony Hall 
Tet 1-415-864 6000 
wwwjsfsympbony.org 
San Francisco Symphony 
Orchestra: conducted by Gerard 
Schwarz to a programme of French 
works including Sarasate's Carmen 
Fantasy and Chabrieris Espafta. 


With vioHn soloist Elmar Ofiveira; 
JullB 

SANTA FE 

OPERA 

Santa Fa Opera 

Tel: 1-505-9865900 
wwwjsantafeopera.org 

• Beatrice and Benedict by 
Berlioz. New production directed 

by 71m Albery and designed by 
Jennifer Tipton. Susan Graham wifl 
sing the role of Beatrice, with 
Elizabeth FutraJ as Hero. The 
conductor Is Edo do Waart; 

Jul 18 

• The Magic Ruts: by Mozart. 

New production by Jonathan 
Miller, with sets by Roni Toren and 
costumes by Judy Levin. Cast 
indudas Sieri Greenawakl; 

Jul 15 


STUTTGART 

OPERA 

Staatsoper Stuttgart 

Tat 49-711-202090 

Tosca: by Puccini. New production 

by WHty Decker, conducted by 

Lothar Zagrosdk with designs by 

Wolfgang Gussmarm; 

Jul 14, 18 

THE HAGUE 

EXHIBITIONS 
Lraige Voorhout 
Tet 31-70-364 5784 
The Hague Sculpture 98: outdoor 
exhibition of more than 50 work# 
by BCoiptore hcJucting Rodin, 
MelBol, Cakfer, Moore, Bourgeois 
and Tinguely. A modem sculpture 
show at Het Pales Museum is 
showing at the same time; to 


VERONA 

OPERA 

Arena df Verona 
Tek 39-045-800 5151 
www.arenaJt 

• Tosca: by Puccini. New 
production by Glullano Montaldo. 
with stis by Ludano Rteceri. Cast 
includes Ruggero Raimondi and 
the conductor is Angelo Cam port; 
Jul 18 

• Un Ballo In Maschora: by Verdi. 
New production by Gluliano 
Montaldo with sets by Luciano 
Ricceri. Conducted by Daniel Oren; 
Jul 17 


TV AND RADIO 

• WORLD SERVICE 
BBC Worfd Service ratio for 
ELRope can be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06.30: Moneyitne with Lou Dobbs 
1330: Business Asia 

1&30: World Business Today 
22J00: Works Business Today 
Update 

• Busfrieoa/Market Reports; 

05ti)7; 06D7; 07.-07; D&20; 09^0; 
1020; liaO; 11:82: 1220: 1350; 
1450. 

At 0&20 Tanya Beckett of FTTV 
reports Bvefrom LJFFEasthe 
London market opens. 


SO 


tlon of 22 self-contained sco- 
nelets. Hare probes all the 
Inconsistencies, tensions and 
doubts that weigh down the 
Church. 

Sometimes his outsider's 
vision seems to let him down 
- bishops of Southwark ore 
traditionally liberal to the 
point of Marxist, and there 
can be few occasions when 
they entertain curates at the 
Savoy for dinner. It also 
seems unlikely that a 
bishop, faced with creating 
schism In the Church aver 
the issue of accepting 
women as clergy, should 
devote so much energy to 
dumping an old friend from 
his parish. 

Hare also seems to lose 
faith in his plot: in the great 
confrontational scene, when 
the bishop verbally defrocks 
the Rev Espy, the rector 
wins the battle if not the 
argument Then he weakly 
accepts defeat 

The ending, too, is sloppy, 
when, in a typical flight of 
Hare fantasy, Rachel Joyce, 
one of the three under-writ- 
ten women in the play, 
pleads for man to find his 
own salvation, apparently by 
flying away. But much more 
is right the drab clothes of 
the clergy, the individualism 
of their vision of the Church, 
and Hare’s occasional 
flashes of wit and wisdom. 

By taking a subject about 
which most people know 
little but have strong feel- 
ings. Hare has created a 
memorable work of drama. If 
it is shot through with con- 
tradictions, then so is the 
Church: If its ending is 
inconclusive, then so is the 
Church. By going for good 
actors rather than starry 
names, with both Landen 
and Quilley in sparkling 
form. Chichester under new 
management has produced a 
definitive production of one 
of the more enduring plays 
of the decade. 
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O nly seven weeks 
into bis term. 
Indonesia’s new 
president. B.J. 
Habibie, has earned a nick' 
name that is both a compli- 
ment and a curse; Mikhail 
Gorbachev. 


Indonesia’s 

Gorbachev 


u 


tension rather than dissipate 
it because these new labour 
activists will face employers 
who cannot afford to raise 


LETTERS TO THE EDITOR 


pay. 

“He has made a good score 
in the political arena,” says 
Umar Juoro, an economist at 


While it took the former 
Soviet president years to 
loosen the grip of the Com- 
munist party on the press 
and opposition. Mr Habibie 
took only days to free politi- 
cal prisoners, allow workers 
to form unions and offer lim- 
ited autonomy to proponents 
of independence for East 
Timor. He has also set the 
timetable for what be prom- 
ises will be democratic elec- 
tions. 

“We're going to change.” 
he says. “Nice eh?" 

This Indonesian version or 
glasnost has won Mr Habibie 
much more acceptance than 
most Indonesians and for- 
eign observers had expected 
of a man they used to dis- 
miss as a nutty professor 
and a lackey of former presi- 
dent Suharto. 

“If Habibie really shows a 
break with Suharto, be can 
become a good president." 
says Hakim Hatta. a student 
activist who joined the pro- 
tests that brought down Mr 
Suharto and who was one of 
many to reject Mr Habibie at 
first. “We don't support him 
but we accept him. There is 
no one else." 

Mr Habibie won a clear 
political victory over the 


Sander Thoenes examines President 
Habibie's decision to give political reform 
priority over economic change 






WSSF 




a think-tank close to Mr 
Habibie. "But be has not yet 
scored in the economy." 

Mr Habibie says he is 
aware of that “The majority 
of people don't care [who is 
president]." he says. “They 
care only for their rice 
bowl." 

Mr Habibie has not gained 
much support or even accep- 
tance from the country's 
Chinese minority, who con- 
trol more than two-thirds of 
the economy. Many Chinese 
shop owners, traders and 
business executives have 
either hunkered down or fled 
the country after rioters 
destroyed many of their 
businesses while gangs 


Significant gap in French business education 


From Mr David Harrison. 

Sir. Further to Andrew 
Jack's article “A degree of 
equality" f July 6), 1 fear that 
he has missed the essential 
point about comparing the 
Ecole des Hautes Etudes de 
Commerce (HEC) and the 
Ecole Superieure des Sci» 
ences Economiqnes et Com- 
merdales (ESSEC) with busi- 
ness education In countries 
such as the US or the UK. It 
is true that students leave 
these establishments lacking 
work experience but a mare 
substantial criticism must be 
that relating to lack of proof 
of the student having assimi- 


lated what the instructors 
teach. 

AH of the emphasis of the 
French system is on qualify- 
ing to enter the school via 
the preparation classes; 
there is no valid examina- 
tion on flnwhing * the coarse. 
It is possible for a student to 
go through the two- or three- 
year syllabus without prov- 
ing that he or she has 
acquired even the theoretical 
knowledge of business. 

It is basically very difficult 
to not be allowed to com- 
plete the course if academic 
levels which should be 
attained are not The student 


then makes great play on 

the feet that he or she has 
“done" HEC or an Essec 
when looking for a job, and a 
salary which experience 
does not merit- 
Incidentally, given the 
lack of exit examinations, I 
find myself at a loss to 
understand why AACSB, the 
US trade association for 
business schools, recently 
accepted that Essec’s pro- 
gramme enabled it to have 
their presumably valued 
label awarded. There is also 
a growing tendency to add 
the relevant letters after 
names on business cards as 


is the practice in 
Anglo-Saxon countries. 

As a chartered accountant 
whose initial qualification 
was obtained only after hard 
work sanctioned by two 
examinations, who has had 
extensive experience of new 
“graduates" of these French 
schools, this particular 
practice tends to irritate me. 
I do not add FCA after my 
name. 


pirn's is 1 -- 


David Harmon, 

14 rnelle de THotd Disu, 
91910 St. Snlplce de 
Favieres, 

France 
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Driving ore B J. Habibie at the opening of parBament 


government to restore our 
economy is the Habibie gov- 
ernment." said Lt Gen Susilo 
Bam bang Yudhoyono. chief 
of socio-political affairs in 
the military. “If someone 
else were president, there is 
□o guarantee he would have 


weekend when Golkar, the support from all the people 


ruling party set up and run 
by Mr Suharto to dominate 
parliament, voted in his pro- 
tege as chairman. 

To some extent, his com- 
plete disregard of protocol 
and fondness for cracking 
jokes have come as a breath 
of fresh air after the aloof 
and rather dull rule of Mr 
Suharto. "1 am not a king," 
he says, priding himself on 
visiting parliament rather 
than summoning its speaker 
to the palace as Mr Suharto 
was wont to do. '1 could be 
just your neighbour." 

Mr Habibie's biggest fans 
have been the Internationa] 
Monetary Fund, due to 
release a SIbn tranche of 
credits for Indonesia on 
Wednesday, and the World 
Bank, which released $lbn 
earlier this month. The US 
has given a more cautious 
nod of approval but Japan, 
Germany and other coun- 
tries have sung his praise. 

Mr Habibie also won vital, 
if guarded, support from the 
military. “The most ready 


either. Our economy cannot 
wait." 

Even those who pubbcly 
oppose him admit quietly 
they can live with him, 
“Let's give him a chance,” 
says Subagio Anam, a promi- 
nent businessman turned 
politician. 

Mr Subagio, though a 
strong supporter of opposi- 
tion leader Megawati Sukar- 
noputri - who has refused to 
accept Mr Habibie as presi- 
dent - even paid the compli- 
ment of comparing Mr Habi- 
bie to Mr Gorbachev. “There 
is a similarity," he says. "He 
has made dramatic changes 
in political life. But he may 
meet the same fate as Gorba- 
chev." 

That is something even his 
fans are afraid of too. “Gorb- 
achev failed with peres- 
troika," says Umar Juoro, an 
economist close to Mr Habi- 
bie's camp. “In the Soviet 
Union, political reforms 
failed because people could 
not get food." 

That may hold true for 


Indonesia too. Other than 
the collapse or the Soviet 
Union, no economic down- 
turn since the second world 
war comes close to that of 
Indonesia. Gross domestic 
product declined by 1Z2 per 
cent in the first six months 
of this year, plunging 40 per 
cent of the country's 200m 
people into poverty. 

In a few remote parts of 
the archipelago there has 
been famine but millions 
more are malnourished 
because they cannot afford 
the food that is on the 
shelves. 

Mr Habibie has done very 
little about any of this, other 
than make the extraordinary 
suggestion that Indonesians 
follow his example of fasting 
two days a week. 

His cabinet is divided 
between populists and tech- 
nocrats, and neither are 
used to reaching compro- 
mises because Mr Suharto 
used to make all the deci- 
sions for them. The rupiah 
has continued to lose value 
against the dollar despite the 
rush of pledges of financial 
support for Mr Habibie’s 
government, and the econ- 
omy is showing increasing 
strains. 

Some of Mr Habibie's 
reforms, of labour law for 
example, may increase social 


raped their wives and chil- 
dren during anti-Suharto 
riots in May. 

Mr Habibie, openly critical 
of the Chinese in the past, 
has promised not to discrimi- 
nate but stacked his cabinet 
wtth four ministers known 
to be anti-Chinese. But be 
says he will Invite Chinese 
to Join a Dew independent 
committee to investigate the 
riots and rape, as well as the 
killing and kidnapping of 
activists and student protest- 
ers. 

Like Mr Gorbachev, Mr 
Habibie Insists be made the 
right decision to focus on 
political reforms first, while 
continuing to implement the 
economic reforms agreed 
between the IMF and his pre- 
decessor. Using two business 
cards and a canister of coffee 
sweeteners on his desk to 
illustrate his point, he 
argued that economic 
reforms under Mr Suharto 
had far outpaced political 
reforms but could not pro- 
ceed alone, as investors 
wanted political stability as 
well as economic reforms. 

“1 made a racecar with 
this political vehicle and pul- 
led it and pushed it," he 
says, pushing one business 
card past another. “That all 
happened within 30 days. 
Unfortunately I cannot do 
more [that soon].” 

But the coffee sweetener, 
symbolising the finish of the 
race between political and 
economic reforms, was still 
at the other end of the desk. 
Mr Habibie will need more 
than glasnost to get to the 
finish. 


No turning a Ukraine policy was merely reconfirmed 

/WT/\ I ______ 11 


blind eye 


From Ms Louise Arbour. 

Sir, In his review of Rich- 
ard Holbrooke's book To End 
a Wot (Book review: “The 
search for peace”. July 2), 
Carl Bildt comments that “it 
remains one of the enduring 
mysteries that the Interna- 
tional Criminal Tribunal in 
Tbe Hague has turned a 
blind eye to [ethnic cleans- 
ing by the Croat army dim- 
ing August and September 
1995]". 

I wish to point out that 
there is no basis upon which 
Mr Bildt can conclude that 
the tribunal has turned a 
blind eye to that or any 
other alleged criminal inci- 
dent within Its mandate. The 
Prosecutor does not reveal 
either the existence or prog- 
ress of our investigations. 
Furthermore, all indictments 
presented for confirmation 
since the fall of 1996 have 
been the subject of non-dis- 
closure orders. 


From Mr Volodymyr 
Vossylenko. 

Sir, Commenting cm posi- 
tive remarks of Boris Taras- 
yuk, new Ukraine's foreign 
minister, relating to Nato 
enlargement, Charles Clover 
{“Moscow rebukes Kiev over 
praise for Nato”, July 9) 
qualified these remarks as a 
“subtle shift in Ukraine’s 
foreign policy”, which 
caused the Russian parlia- 
ment's refusal to consider 
ratifying the friendship 
treaty with Ukraine. 

In feet tbe remarks just 
reconfirmed that the strate- 
gic course of Ukraine toward 
integration with European 
and Euro-Atlantic structures 
remains unchanged. This 
course was established and 
consistently pursued by 
Ukraine since the early 


days of its independence. 

Tbe Russian parliament's 
delay in ratification of the 
Ukralnian-Russlan treaty 
bad started long before Mr 
Tarasyuk was appointed as 
Ukraine's foreign minister. 
Tbe Russian parliament's 
attitude toward, ratification 
of tbe treaty is rooted in the 
position of many Russian 
parliamentarians and politi- 
cians who' still consider 
Ukraine to be part of Russia 
and dream of re-absorbing it. 

Ukraine's active participa- 
tion in the construction of 
new security architecture in 
Europe, including co-opera- 
tion with Nato. the EU, and 
Organisation for Security 
and Co-operation in Europe, 
strengthens our state's inde- 
pendence »nri makes the geo- 
political changes which took 


place after the collapse of 
the USSR irreversible. 

Ukraine has never refused 
to ratify economic agree- 
ment with Russia, as Charles 
Clover writes. This agree- 
ment was signed on the eve 
of elections to Verkhovna 
Rada (the Ukrainian parlia- 
ment). The new parliament 
simply has not yet put ft on 
the agenda. There is no 
doubt about its ratification, 
because Ukraine is making 
the utmost efforts to develop 
friendly, co-operative rela- 
tions with Russia, consider- 
ing it as beneficial for both 
countries. 


Volodymyr Vassylenko, 
ambassador. 

Embassy of Ukraine, 

60 Holland Park, 
London ffll 3SJ, UK 


Chasing their tails with economic policy 


From Mr Stephen' 
Hartley-Brewer. 

Sir, Michael Henson 
(Letters, July 7) asked 
whether anybody could 
quantity the inflationary 
effects of indirect taxation 
and interest rate lisas. 
Between March and April 
this year the UK retail price 
index rose sharply from 3JS 
per cent to 4 per cent How- 


Louise Arbour, 

Prosecutor, 

United Nations, 
International Criminal 
Tribunal for tbe former 
Yugoslavia, 

Cburchillplein X, 

2517 JW The Hague. 

The Netherlands 


ever, with mortgage repay- 
ment rises factored out in 
the RPI-X, the change was 
0.4 percentage points and, 
with both these and indirect 
taxation factored out in the 
RPI-Y. the rfiangp was a tiny 
0.1 percentage points. 

Even without considering 
direct taxation, these figures 
surely c onfir m his argument 
that the government and 


monetary policy committee 
are chasing their own tails 
by raising rates and indirect 
taxes to damp Infla tion. 


Stephen Hartley-Brewer, 
The Economics Society. 

The Haberdashers’ Aske's 
School, 

Butterfly Lane, 

Elstree. Borehamwood, 
Hertfordshire WD6 3AF, UK 


Number One Southwark Bridge, London SE1 9HL 
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Germany’s shaky recovery 
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A nyone harbouring 
doubts about 
whether Germany 
is in a state of 
economic recovery should 
rest easier now that the 
main political parties have 
started squabbling about 
who is responsible for the 
upswing. 

Following last week's 
news of June’s sharp 122^500 
drop In unadjusted "head- 
line" unemployment, Ger- 
hard SchrOder, the chancel- 
lor candidate for the 
opposition Social Democrat 
party, revised the SPD's 
hitherto cautious appraisal 
of the business cycle. He 
embraced the upswing, 
declaring it was "his" 
because it reflected hopes of 
a change of government 
after the September 27 gen- 
eral election. 

Mr Schroder's remarks 
sparked a rare display of 
unity among the parties of 
Chancellor Helmut Kohl's 
governing coalition. They 
vilified the SPD candidate 
and claimed the recovery 
rewarded the government's 
programme of unpopular 
economic reforms. 

All good knockabout stuff. 
There is. however, a serious 
side to the political spat. It is 
becoming increasingly diffi- 
cult to separate spin from 
statistics in Germany. 

The problem is exacer- 
bated by a surprisingly 
ungermanic sloppiness in 
dealing with economic indi- 
cators. In spite of a Bundes- 
bank drive to increase the 
availability statistics 
adjusted for differences of 
season and calendar .the pub- 
lic debate almost always 
focuses on unadjusted data. 
The result is that it is often 
difficult to know what Is 
really going on in the Ger- 
man economy. 1 

Recently, for example, 
enabled Otto Hauser, the 
Bonn government spokes- 
man, claimed without chal- 
lenge that year-on-year 
growth in the first quarter 
was &8 per cent the best 
since unification in 1990. The 
Bundesbank figures, i 
adjusted for tbe number of 
working days as well as sea- ; 
sonai factors, put growth at ' 
a more modest 3 per cent i 
ft is also likely that first i 
quarter growth was artifi- i 
cially boosted by an unusu- i 
ally mild winter and pur- i 
chases ahead of April’s one i 
percentage point increase in i 
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efounda beach 


A distinguished luxury resort hotel, 
internationally acknowledged 
for its quality of services. 

Proud recipients of 

the "Leader's CJub Guest Recognition Award* 
for Highest Achievement 
in 1997. 



The manufacturing sector is looking more 
hea/thy but retailers are still struggling 
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value added tax to 16 per 
cent. Mr Hauser could there- 
fore find that second quarter 
growth figures fit less well 
with the government’s elec- 
tion rampnign if he uses the 
same series of gross domes- 
tic product figures when the 
□ext quarterly statistics are 
announced in two months. 

AH the same, ft is clear 
that economic growth in 
Germany is clearly becom- 
ing more broadly based. Last 
year's export-led growth 
pushed up capacity utilisa- 
tion in west German indus- 
try to levels last seen in the 
1990 unification boom. This 
has stimulated investment 
and contributed to a drop of 
about 250,000 in seasonally 
adjusted unemployment over 
the past six months. 

As the chart shows, real 
investment in fixed assets 
grew nearly three times fas- 
ter than the whole economy 
in the first quarter. A survey 
of western German industry 
by the Munich-based Ifo eco- 
nomic research Institute last 
week suggested the above- 
average trend would con- 
tinue through 1998, with 
companies spending more on 
capacity expansion than at 
any time since 199L 
Ifo forecasts that manufac- 
turers in western Germany 
would increase their invest- 
ments by a real 9 per cent 
this year. Its projections of 
investment growth by Ger- 
man business as a whole 
were slightly less upbeat at 6 
per cent in 1998 and 7 per 
cent in l%9. 


The recovery in invest- 
ment has been encouraged 
by moderate wage increases 
and greater flexibility in set- 
ting pay at a local leveL 
According to this month's 
survey of German purchas- 
ing-managers prepared by 
NTC Research of the UK. 
manufacturing employment 
has risen for 11 consecutive 
months. The German federa- 
tion of industry (BDI) last 
week singled out the auto, 
electrical engineering and 
machine building industries 
as sectors planning to hire 
more labour this year. 


B ut move from the 
factory floor to the 
high street, how- 
ever, and the pic- 
ture is still one of gloom. 

Official figures last week 
showed retail turnover stag- 
nated - in the first five 
months of this year in both 
real and nominal terms com- 
pared with the same period 
of 1997, March was tbe only 
month in which sales rose 
year-on-year as shoppers 
acted to beat the April 1 
value added tax rise. 

According to Lovro Man- 
dac, head of the Eaufhof 
department store group and 
president of BAG, a trade 
group representing 4,000 
medium and large retailers, 
1938 is likely to be the sixth 
successive year in which 
Germany’s retailers suffer a 
real decline In sales. He fore- 
cast that it would be mid- 
November, six weeks after 
the election, before the 


recovery had a positive 
impact on the retail trade. In 
short, the German economy 
is rather like Britain's, 
where manufacturing is 
weak and the service sector 
is strong. 

Retail trends cast an unfa- 
vourable light on Germany's 
current low annual inflation 
rate of 1.2 per cent While Mr 
Kohl has been trumpeting 
price stability as one of the 
economic achievements of 
his government, retailers 
complain that it reflects 
weak demand and brutal 
competitive conditions that 
are squeezing their margins. 

BAG last week reported 
that retailers’ purchasing 
prices bad risen by about 2 
per cent while their selling 
prices had increased by only 
0.8 per cent. 

Behind such statistics lies 
a fall in purchasing power 
for many consumers and a 
widespread belief that the 
economy is still in dire 
straits. And for many people 
it is. Among the statistics 
the government chose not to 
emphasise last week was 
that for long term unemploy- 
ment. While June's un- 
adjusted jobless total of 
4.08m was 147,000 below the 
June 1997 level, the number 
out of work for a year or 
more bad risen by 115,000 to 
i.55m in the same period. 

The jobless figures were a 
reminder of the serious 
structural problems that 
Germany must overcome 
before it can claim to have a 
healthy economy. 

Highlighting a skills mis- 
match, Jurgen R ft tigers, the 
education and technology 
m i n ister, last week reported 
that Germany's software sec- 
tor could have employed 
50,000 more people last year 
but they were simply not 
available. 

In presenting the 1999 
draft federal budget, Theo 
Waigel, the finance minis ter, 
touched on two other grave 
problems. Germany's ageing 
society and the weaknesses 
of its pay-as-you-go pension 
system mean that nearly 
DMllObn ($60bn), will be 
spent in subsidising pen- 
sions next year. 

In addition, an unchanged 
DM95bn of federal transfers 
will flow to the new LSnder 
to Offset the continuing gap 
in economic performance 
between west and east in 
Germany's ninth year as a 
united nation. 
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Firm no to 
Hashimoto 


Yesterday’s upper house 
elections gave Japanese voters 
their first proper opportunity to 
pass judgment on the leader- 
ship of prim e minister- Ryutaro 
Hashimoto. The turnout was 
' large -by recent Japanese stan- 
dards, and the verdict damning- 
The humiliation of the ruling 
. Liberal Democratic party was 
on a scale that must maim Mr 
Hashimoto’s early departure 
inevitable. The more difficult 
question Is whether it will 
snake much difference. 

It does not require powers of 
divination to explain the LDP's 
defeat. TOsing unemployment, a 
record level of bankruptcies and 
growing insecurity were a clas- 
sic recipe for disaffection in a 
country where confidence in 
the policy making elite has long 
been at a low ebb. The chief 
uncertainty turned on whether 
Japan’s high number of uncom- 
mitted voters would protest by 
staying at home or by voting 
for one of the numerous opposi- 
tion parties. In the event they 
chose to make an active protest. 
The LDP's share of the vote fell 
from ffl out of the 126 seats 
being contested to just 44. 

It is easy now to forget that 
Mr Hashimoto pursued bolder 
policies than most of his prede- 
cessors. But the no-confidence 
vote was still richly deserved. 
To have pinned his colours to - 
the mast of fiscal- orthodoxy 
when Japan’s biggest economic 
problem was one of deficient 
demand was singularly 111- 


jndged. The Ministry of Finance 
must share the blame far a pre- 
mature tightening of jpoficy last 
■ year. But - when Mr Hashimoto 
finally acknowledged., ffie fatty 
of this move, he offewd refla- 
tionary measures . that were 
both t imi d and poorly pres- 
ented. 

What is now needed in Japan 
is a dear commitment to s««ii 
and monetary expansion in 
order to provide leeway - for 
micro-economic reform u wn« 
always going to be itifnmn- for 
the author of Japan's Fiscal 
Reform Lew to deliver tfoty , And 
Mr Hashimoto’s p revarication a 
week before the election oyer 
whether his putative new 
reform did or did not mean tax 
cuts may well have been the 
last straw for the electorate. 

The importance of flhfa set- 
back for the LDP should not be 
e x aggerated. The upper house 
has only limited powers to 
block legislation and the LDP 
remains, firmly in control of the 
more powerful lower house. 
Whoever replaces Mr Hashi- 
moto has been grown a 
to pursue radical measures to 
address Japan’s problems. 

Yet none of the obvious suc- 
cessors in a divided LDP looks 
likely to abandon the purely 
reactive style of crisis manage- 
ment that has prevailed nftiw* 
the bursting of Japan's eco- 
nomic bubble. The voters have 
sent the right «rignaj But that is 
no guarantee of the right out- 
come. 




Russia needs enough outside 
help to ease the financial panic 
now threatening it It should be 
given not because Boris Yeltsin 
is a convinced reformer, nor 
because his new government is 
bound to keep - its . promises. 
Russia should be supported 
because, with assistance, there 
is hope of stability and reform; 
without it, there is none. . 

Russia’s foreign exchange 
reserves are far too small to 
hold the rouble exchange rate 
against the dollar. These doubts 
are pushing domestic interest 
rates to unsostainably high lev- 
els. Since investors know that, 
what is unsustainable cannot 
last, the result of their caution 
makes them still more cautious. 
The end must be a devaluation. 

The question is whether what 
follows would matter to the 
world at large. It would. The 
devaluation would almost cer- 
tainly be uncontrollable; infla- 
tion would soar; and the gov- 
ernment would fall. The 
chances that its replacement 
would be more democratic and 
pro-reform are sera Far mare 
likely is a regime of protection- 
ists, /Hrigtetes and xmpphobes. 

Even so. help would he point- 
less if there were no hope of 
success. Fortunately, Russia’s 
plight is not that had. Russia 
may hot have achieved as much 
as optimists hoped, but it has 
come far further than pessi- 
mists think. Moreover, the hew 


government consists of the 
most single-minded and deter- 
mined group of reformers to 
hold office since 1992. Its 
achievements ultimately 
depend on events outside its 
control But it might make sub- 
stantial progress, provided it 
survives the next few mon t h s. 

What is needed is ■ an aid 
package capable of giving the 
needed breathing space. The 
assistance should be large 
enough to he convincing. It 
needs to stabilise the rouble 
and finance the budget A large 
amount needs to he added at 
once to the reserves, hi addi- 
tion, budgetary support should 
be provided in tranches, confin- 
gent on pertarmanice. The total 
package should be $20bn, to he 
convincing, and come not just 
from the International Mone- 
tary Fundand the World Bank, 
but also from governments and 
private lenders. 

The only question for the out- 
side world to answer is whether 
a chance of success is to he 
preferred to. the certainty of 
failure. The answer is obvious. 
IMF technocrats now in 
Moscow should be asked to 
frame a sensible list of policy 
conditions. But it is the job of 
the world's political leaders to 
make the decision on whether 
to lend. They should give the 
new government the breathing 
space it needs. There fa simply 
no sensible alternative. 
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It Is a commonplace that 
globalisation poses a threat to 
national identity- Yet for the past 
few weeks the World Cup has 
allowed soccer fans to express 
extremes of nationalistic, senti- 
ment in u contest where the roles 
are global and the most valuable 
players operate on a transna- 
tional basis. 

Like big corporations, soccer 
dubs buy assets from all reran 
toe world; top players seD their 
human capital wherever it w 
most ranunerative. The practical 
upshot is that Europe’s best 
clubs- attract something not 
unlike a specialised form or 
inward investment How do we 


prptHin me w- pa — ^ — 

nationalism on World Cup ter- 
races with a market in_«“ch 
immig rant labour is welcomed by 

the masses?. , 

An economist might iugue that 
globalisation has led to an 
increase in the returns to skflled 
labour. And this labour is vwy 
highly skilled. Like opera s fop 
tenors, soccer’s most .J a ®f^ 
players ' work in a work! where 

the rewards are higbty 
A perfectly honadsetaf 
droids or a a 1604 **“5 ® 
magical propensity P™]gL? 
ball into a net meet with duspro- 


BrftauTs Royal Opera House has 
fang been a no-go area 

will recognise the argument 
Yet by the same token the 
price si gnals in the global market 
place provide a huge incentive to 
people in poorer countries quite 
literally to puH themselves up by 
toe bootstraps, (totriguingly, 
players from Africa and Asia 
have responded to these s i g n als 
much later than those from Latin 
America and eastern Europe^ 
A yafast that background the 
Warid Cup- provides a splendid 
opportunity to shake a fist at the 
forces of gldbaliflation and to poll 
full-throated na tionalis m out of 
the box into which it has 'been 
stuffed by the profit moti ve. H ut 
this is for from being a continua- 
tion of diplomacy by otter 

means. ■ _ ■ ■ 

CSvu or take some thuggery at 
the margin; the performances in 


Hrorauue ^ 

This leads to inequality; 
some argue that t elevi ri^- 

duced commerdaHsafaon qTs*> 
cer loads the dice against poorer 
fens. Opera butts for whom 
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sufficiently inspirational to pro- 
duce emotions that border on 
caflmrsii For ttft fims, the rafa^ 
ees and coaches. folfil a simil ar 
dramatic fraction to the panto- 
mime villain- « 

A dour Scottish soccer man- 
ager once remarked that the 

game was not just a matter of life 

and death; it was more serious 
than that The past month has 
offered a relatively civilised 
opportunity to- delight intte 
world’s most 

There are worse wa^totadiilge 

a ****** of national Identity. 


COMMENT & ANALYSIS 


FT INTERVIEW ROBERT RUBIN 


US eyes the Asian storm 


R obert Rubin is' a man 
under pressure. From 
his vantage point as 
DS Treasury secretary, 
he has seen Asia’s financial 
slump broaden to envelop other 
emerging markets, including 
South Aft-fan. He ha< spent the 
past week getting to grips with 
bold recovery plans in Russia 
and Japan Thn aid programme 
for Russia is. In readiness but 
reform in Japan fa to doubt. 

The stunning electoral r eversal 
for the ruling Liberal Democratic 
party to Japan has plunged the 
country’s politics into deep 
uncertainty - and cast a shadow 
over the government's chanrgg of 

p nshfrip thnw gh thsrt Mr 

Rubin has deemed essential for 
Japan and Aria. 

All this Is beginning to slow US 
economic growth: the question is 
no longer whether there will be a 
US slowdown but how big the 
impact of the Asian crisis might 
be. It has also thrown up a funda- 
mental challenge to Washing- 
ton’s approach to international 
economic policy that Mr Rubin 
championed to his five years, 
as US Treasury secretary. If this 
were not enough, finm-irai mar- 
kets have been reacting to 
rumours that Mr Robin may be 
about to quit his Treasury post 
But, in an interview given after 
his week-long trip to Asia (hot 
before the scale of the LDP’s 
reversals became, apparent), the 
former Investment N>ntw- main- 
tains his celebrated trader's cool, 
and gives no hint that hte tenure 

may be about to come to an end. 

He has just surveyed the dam- 
age first band on a trip to Aria, 
and fa eager to drive home what 
he sees as erne of the great les- 
sons of the crisis - that global- 
ised financial markets have cre- 
ated a new world order to which 
governments, not just markets, 
have become interdependent. 

‘The reality is that every coun 
try has an interest to the eco- 
nomic pofiefog of all other coun- 
tries- It’S differ ent from how it 
used to be 10 or 20 years ago. 
[Governments’] behaviour can 
very substantially affect the rest 
of the world. That creates 
another type of responsibility, 
not only to their own citizens but 
to thn citizens of the world. 1 ' 

Mr Rubin’s conclusions are not 
abstract musings on the nature 
of the global economy. They are 
directed above, all at Japan which 
Mr Rubin now believes, more 
emphatically than ever^ bolds the 
key to the . resolution of Asia’s 
and indeed much of the world's 
fmanrlfll problems. 

Yet even since he spoke, the 
ability and willingness of the Jap- 
anese government to respond has 
been thrown into further confu- 
sion by the heavy defeat suffered 
by the Liberal Democratic party 
in yesterday’s Upper House elec- 
tions. This has cast into grave 
doubt the political future of 
Washington's main interlocutor 
to Tokyo: Ryutaro Hashimoto, 
the Japanese prime minister who 
may have to cancel a visit to 
Washington later thin mouth. 

“Talking to gntfa mTHPiita that 
are very seriously pursuing diffi- 
cult policies, talking to business 
people to the area, you get a 
strong sense of just how central 
Japan fa to their weJl-betag and 
just bow concerned they are 
about Japan getting hack on. 
track and taking the Mnd of mea- 
sures needed," he says. 

Mr Rubin says the surprise 
decision by the US to support the 
yen three weeks ago, was effect 
tive in hurrying the Japanese 
government. He says the inter* 
vention was part etf a programme 
of measures that included com- 


The US Treasury secretary tells Gerard Baker and 
Stephen Fidler that every country is dependent on every 
other and with that goes responsibility 



uiiiinMifai from the Japanese nnri 
statements of support from thp 
US tint were intended to get the 
Japanese to act. 

“If you look at the whole pro 
gramme, it accomplished what 
we wanted, which was to get a 
focus an Japan - the imperative 
for Japan to do what it needs to 
do to get its economy bads on 
track, particularly... with the 
problems to its banking sector." 

He echoes remarks by his dep- 
uty. Lawrence Summers, last 
month that the intervention gave 
Japan a “window of opportunity* 
hut says that window will not be 
open for ever. "What we have is a 
period during winch the warid 
and the markets are waiting for 
Japan to act" The p e nal ties of 
not acting promptly are severe, 
be adds. 

The outline of banking reforms 
nnnmmred by Mr Hashimoto ear- 
lier this mo n t h was a step in the 
right direction, he says, hut the 
US administration wants to see 
how the proposed new “bridge 
hank" will work. The bank's 
main task will be to dose down 
insolvent institutions aggres- 
sively — a very welcome move, * 
says Mr Rubin. But that will not 
be enough on its own. 

“The key fa that all these kinds 


of things happen and not that 
there be some kind of equivoca- 
tion that doesn’t accomplish the 
purpose of shutting down the bad 
banks and getting the bad loans 
off the books of banks that have 
large numbers of them," he says 
Mr Rubin says the US interven- 
tion to prop iq> the yen was not, 
contrary to reports, motivated by 
Chinese concern before president 
Bill Clinton's recent visit to 


*You get a strong 
sense of just how 
central Japan is to 
[governments’] 
well-being’ 


China. “We were very much 
influenced by the impact on Jap- 
anese economic conditions and 
also the decline of the yen on the 
region, but not affected by any- 
thing the Chinese said or did." 

Nonetheless, China was and is 
making an important contribu- 
tion to regional stability by 
“something in here (HP) * 
its decision not to devalue its 


currency, to his conversations 
with senior rariiwse officials dur- 
ing Mr Clinton’s visit. China 
showed a strong commitment “to 
their judgment that maintaining 
the renminbi was to their inter- 
ests. That carried more weight 
than simply suggesting they 
would maintain the exchange 
rate." 

China’s growing role to the 
world economy was reflected in 
the increasing exchanges 
between US and Chinese officials. 
“For example three years ago, 
they were very infrequent com- 
munications between this Trea- 
sury department and China. 
Today our people e-mail or call at 
least once a week and probably 
in many weds more than that." 

Mr Rubin’s Treasury has. with 
the International M o netar y Fund, 
been the main outside body inter- 
vening in Asia's financial crisis - 
and has been the subject of a 
growing chorus of c rit i c ism from 
inside and outside tire region. 
Although he has been accused of 
taking a dogmatic approach, Mr 
Rubin's response to this criticism 
is not dogmatic. 

“You have an unprecedented 
situation. You have a large num- 
ber erf countries with some diffi- 
culties - difficulties that inter- 
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Soaking up 
the voters 

you’ve laid out yo ur beach towel. 
rubbed In the suntan lotion and 
started day-dreaming about a 
tanchftne beer and sausage - 
when Helmut Kohl blocks out the 
sun and asks for your vote. 

Jfis a fate which, ary day now, 
cofad befall hapless tourists an 
Germany's northern coasts. That's 
because its election year and toe 
German chanced or has decided to 
interrupt hte Austrian axnmer 
hofiday with flyfag Wafts to the 
seaside. 

Kohl fa forgetting the North Sea 
and offshore island®, the Baltic 
cost and Ihe upmarket Island of 
Sytt Each sortie -Ihe first is this 
week- wffl be orr Wednesdays, so 
gunsaekers have been warned. 

Bsewhere, the chanoeKor's- 
campaign fa already in trouble. In 
an effort to win over disgruntled 
voters ki the fonhw commuhfet 
east, the Chridtan Democrats have 
launched the Neue BuideBiander 
lltustriertB, a magazine published, 
written and paid for by the Kohl- 
camp and. unsurprisingly, praising 
their leader’s efforts to help 
economic recovery In the troubled 
region.' ' .. ' 

The magazine's appeal, the CDU 
claims, Bee h fc uncanny sfenUaity 
-to the Nape Berflner jBustrfarte, a 
popular magazine in the old east 
Germany. But the righto to the PBI 
tflte are owned by a Mtrich 
publisher end the party w farced 
to stop the presses and seek an 


out of court settlement The 
opposition Social Democrats are 
overjoyed, not least because the 
CDU gave the print contract to a 
company in Dresden - Jn which 
the SPD has a 40 per cent stake. 

Snubbed out 

Here's a test of diplomatic 
protocol Should Serbian 
fatra-netionalist and one-time 

paramilitary Vqjfabv Sesel), now 
the country’s deputy prime 
m in ister, be Invited to sip 
cha m pagne at Belgrade’s annual 
round of embassy garden parties? 
Greece invited him to Its national 
day bash, the day after he entered 
government,' expMnfog: "He's not 
an indicted war criminal" Italy 
seems to apse; SeseOfa towering ' 
figue was seen bobbtag above the 
throng in the Italian embassy's 
palatial grounds. 

But two snubs foflowed. Britain 
cfldn’t invite him to the Queen's 
. Birthday baah; neBher did he get a 
look-in at the US embassy on Jufy 
A WBh opinion sta divided about 
whether to punish or woo the 
Serbs fotowing their crackdown in 
Kosovo, afl eyes are now on the 
French ahead of their Bestlte Day 
party tomorrow. A GaBfc tiplomat 
Is the soul of dtecretion; "We think 
it is not too polite to say who is a 
guest and who fa not” 

Bank on it 

Think again, if you befieved the 
whole pcant of bringing In Emu was 
to get rid of the Bundesbank. - 


ir' 1 - 


Disposing of Bundesbankers fa 
going to prove much hander. 

For even If the nations jobting to 
the European single currency are 
supposed to be equate, some 
appear more equal than others. . 
Ask Hans Tietmayer, Bundesbank 
president, who rarely misses the 
chance to remind people he’s the 
biggest shareholder in the 
European Central Bank. 

Apart from seeing their favoured 

candidate Wtm Duisenberg 
Installed at the top of the ECB, the 
Germans have also landed other 
Influential jobs Inside the 
organisation. Otmar feeing is chief 
economist and joins Duisenberg as 
one of only two directors 
appointed to a fall, eight-year term. 
UnJfce Duisenberg. however, isstog 
doesn't have to retire early. 

. At director-general level, toratyi 
affairs has gone to Bemd Goos, 
who used to head the 
Bundesbank's foreign relations 
department And just to ensue the 
ECB even looks Dke the 
Bundesbank, ft's appointed 
Manfred KOrber to ton puMc 
affairs. He’s from the Bundesbank.- 

Czech mates 

Czech voters must be scratching 
their heeds over the power-sharing 
deal reached between arch rivals 
Vaclav Ktaus and MSo&Zeman. 

The tormBr and fabxe premiere 
have bust their careers on being 
nasty to eaoh other but now 
they’re acting like old buddies. 

Opponents ever since Klaus 
discovered monetarism, when they 


r 


were both economists at the 
Academy of Scienoes, thefr rivalry 
deepened after the fan of 

communism; Klaus rose to be 
prime minister, leaving Zeman to 
skufle in opposition. During fast 
month’s election campaign, Klaus 
warned daridy of a return to 
socialism while Zeman talked of 
the scorched earth left by Hs 
opponent's centre-right 
government. 

Now ft's aB smles. Ktaus says 
Zeman is the only opponent he 
respects whRe Zeman says If Klaus 
wtos the next election he might 
allow Wm to lead a minority 
government Both men ire 
(focussing reducing the powers of 
President Vadav Havel, who’s 
hanfly overjoyed. Perhaps the 
former writer of absurdist plays 
should reflect that the parties are 
only fotowing Ns advice to be less 
partisan and more co-operative. 

Switched on 

Rupert Murdoch's former butter 
Phfflp Townsend has been teWng 

the British magazine ftmeri all 
about his dog days with the 
Digger. 

Apparently Murdoch’s London 
penthouse was once a setting for 
high drama when a suspect 
package arrived for his boss. The 
area was cordoned off and a 
lead-fined bombcSspocal expert 
moved In to remove Ihe suspect 
package. It was blown tg> In the 
nearby park -to reveal a new 
remote control for Murdoch’s vary 
own television set 


react with each other. You have 
Japan, the second hugest econ- 
omy in the world, net doing well 
and now actually in recession. 
You have all this in the context 
of true global financial market*; 
that you didn’t have 10 to 15 
years ago and at a time when 
there have been vast flows of 
investment and credit into the 
developing world.” 

"My view fa that there are no 
sure answers in that context." he 
says. There had to be nn 
"extremely pragmatic” case by 
case approach. That would 
involve "seeing in each country 
where its problems lay and deal- 
ing with those problems iu a way 
that was designed (o re-establish 
confidence, recognising that was 
not going to happen quickly ” 

“That’s basically what the IMF 
has been doing. 1 think they have 
done a good job in the context" 

Mr Rabin, a former partner at 
Goldman Sachs, has also been 
accused of being part of what 
Jagdish Bhagwati, an economics 
professor at Columbia University, 
has described as the “Treasury- 
Wall Street complex". According 
to Mr Bhagwati. this has foisted 
cm the IMF and on the world the 
mistaken idea that opening econ- 
omies to free flows erf capital is 
invariably a good thing. 

But Mr Rubin says: “My views 
have not changed. 1 think open 
ing capital markets is good.” 
Controls on flows of capital were 
too often advocated as the 
answer to problems that could 
only be addressed by significant 
structural and macroeconomic 
reforms, he says. 

He also defends raising interest 
rates as one response to a cur- 
rency crisis. By not raising rates, 
"you run a risk of a serious fur- 
ther depreciation of your cur- 
rency," he says. 

Mr Rubin was interviewed in 
his Treasury office after a meet- 
ing in the White House on Rus- 
sia, whidi fa in difficult discus- 
sions to secure an IMF-led credit 
package of at least $10bn-$15bn to 
stave off a financial crisis. 

But Mr Rubin wishes to be cir- 
cumspect: "The world has an 
enormous interest in seeing Rus- 
sia succeed economically. And we 
are very focused on that.” 

One commonly cited concern, 
shared by Mr Rubin, fa that with 
the crises in Asia and more 
money being demanded by Rus- 
sia, the IMF fa running out or 
resources to help. 

But an increase in IMF funding 
that would cover this shortfall fa 
currently stuck in the US House 
of Representatives. Mr 
Rubin says he has tried 
numerous permutations over the 
past six months to secure Con- 
gressional support for IMF fund- 
ing: 

Still, if international financial 
turmoil is bringing new chal- 
lenges, on the domestic American 
economy at least, Mr Rubin 
remains sanguine. The US has 
enjoyed two years in which the 
economy has grown above its 
trend rate. Without a slowdown 
soon, some economists believe, 
wages and prices are certain to 
accelerate. 

But Mr Rubin is quick to point 
out that, in spite of repeated 
warnings, inflation remains dor- 
mant. Though he also dismisses 
talk of deflation, he says business 
people he meets continue to talk 
about their inability to raise 
prices in competitive markets. 

“There is an almost universal 
view across business that they 
can't do much with prices ... I 
cannot remember hearing a busi- 
ness person say to me that they 
though there was a real risk of a 
resurgence of inflation.” 


100 years ago 

Dummy Guns Defend Cuba 
General Shaffer’s Headquarters, 
12th July. Fighting has 
continued throughout the day, 
and at the moment ft is believed 
Santiago de Cuba will be taken 
within 24 hours. The Americans 

have advanced steadily aB day. 
In several of the Spanish 
trenches they found dummy 
wooden guns, but no soldiers. 
Only a very weak Are was kept 
up by the Spaniards. The 
American officers have received 
farther evidence of the great 
distress being experienced in 
the city. This morning, after 
directing several range-finding 
shots over the ridge protecting 
Santiago from the sea, the 
cruiser "Newark" opened fire on 
the city with her 8-inch guns. 

50 years ago 

Strikes bi France 

Paris, July 11. A general strike 
of French civil servants, who 
number about a mi Eon, from 
July 15, the day after the 
national holiday,, is now 
considered possible, as fa also a 
widespread strike movement In 
industry. The Posts and 
Telegraphs civil servants have 
agreed to postpone thefr strike 
until Tuesday to allow the 
Cabinet to take a ffoal decision 
on the atocation of salary 
Increas e s. 
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Made (and broken) in Japan 


Chinese growth targets in 
doubt as retail prices fall 





Japan's voters have taken their revenge 
on prime minister Ryu taro Hashimoto Tor 
his dire mismanagement of the economy. 
But will the price of their fury be to push 
Japan deeper into recession? 

The Liberal Democrats' stunning set- 
back in yesterday’s elections for the 
Upper House certainly threatens turmoil 
Although the Upper House is a talking 
shop and the LDP remains in power, it 
will almost certainly have to chose a new 
leader: Mr Hashimoto's credibility has 
been destroyed. This uncertainty will 
make the yen and the Nikkei volatile. 

On top of that, markets will worry 
whether crucial proposals doe for speedy 
legislation now risk being put on hold. 
The two main ones are plans to create a 
bridge bank to wind up failed banks, and 
tax reforms. Resolute action on both is 
essential. Japan's banks, creaking under 
huge bad debts, have slammed an the 
lending brakes. Hie ensuing credit crunch 
has fed into Japan's other crisis: dwind- 
ling consumer demand. Ranlriwg- r e form , 
at least, has been articulated. But Mr 
Hasbimoto's successor will have to 
improve on his predecessor’s confusing 
pronouncements an fiscal stimulus. 

Paradoxically, the sheer scale of Mr 
Hashimoto’s humiliation may be what 
Japan needs. The traumatised LDP may 
now be willing to allow swift and dra- 
matic action. Anti-Has him oto politicians, 
who have called for a loosening of the 
fiscal purse strings, could now have an 
unprecedented opportunity to put their 
criticisms into practice. If so, the markets 
may remember that in other battered 
Asian economies a change in political 
leadership was needed to effect 
reform. Japan may be no different 

European defence 

Is it groundhog day for the European 
defence industry? The call from European 
governments for consolidation in the 
defence sector seems just a more forceful 
version of a similar appeal last December. 
Has anything really changed? Well, there 
have be hi no mega-mergers. But tie-ups, 
such as that between GEC and Alenia, 
and British Aerospace and Saab, have 
accelerated consolidation on a piecemeal 
product basis. 

While useful as stepping stones, these 
cross-border links are not the best solu- 
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tion to the overcapacity and competition 
facing Europe. Only real consolidation 
can provide that But replicating the US 
model of public companies pursuing 
shareholder value through mergers 
remains politically tough: the European 
Aerospace and Defence Company (EADQ 
still looks a long way away. 

Nonetheless, there are signs of what 
could be a fruitful compromise. UK 
defence secretary George Robertson has 
stepped up pressure on France by trum- 
peting the merits of using the Eurofighter 
consortium as a superstructure for a 
European military aircraft company. The 
logic is certainly there: significant savings 
are available In the £42bn Eurofighter 
project if the various partners join forces 
before making separate investments. 
Ownership issues also look easier to 
resolve than in France’s Airbus-centred 
solution. 

However, since France has an impor- 
tant role In Airbus through Aerospatiale, 
but none in Eurofighter, political opposi- 
tion in Paris is likely. Threat of Isolation 
could provoke the necessary changes to 
mak e the EADC possible. 

Euro fiscal policy 

The European central bank is starting 
to bark more loudly. The doors wily open 
next January, but president Wim Drnsen- 
berg is already lecturing miscreants who 


icy is necessary to avoid overheating 
when interest rates £alL 

But what if, say. the Irish decide to 
enjoy their good fortune? WE European 
rates be higher than otherwise? That 
seems most unlikely. Germany and 
France account. tor around two-thirds of 
economic output It is a safe assumption 
that ECB monetary policy will be set to 
suit tht>m And here the inflation outlook 
is wholly benign, a win continues to exert 
a deflationary effect, and the competitive 
farces unleashed by monetary union will 
have a powerful downward impact on 
prices. Fw now, Mr Dmsenberg’s bark is 
likely to be stronger than his bite. 

Greece 

The latest bout of Asian nerves has put 
pressure on the rouble and the rand, but 
not the drachma. The contrast with last 
October - when Greece was also in the 
firing line and Interest rates had to rise to 
□early 30 per cent - is sharp. This time 
round, the drachma is actually appreciat- 
ing. The reason is clear gnrai gVr since its 
announcement in March that it planned 
to join Europe’s Economic and Monetary 
Union in 2001, the country has been pro- 
tected from Asian turmoil by Emu’s cor- 
don sanitaire. Financial markets view it 
as a co n verge n ce play, not an emerging 
market 

All that is fine and good - provided it 
does not lead to complacency. Greece's 
fundamentals are not bad but not great 
either. Inflation and the budget deficit 
Greek weaknesses, are coming under con- 
trol The government is pushing ahead 
with privatisation and labour market 
reform. The snag is that these policies do 
not have the hanking of the government's 
left-wing s u p pu r le ra in the country, with 
the result that there is a tendency to 
water down proposals. Not enough is 
t he refore being done to impro v e the com- 
petitiveness of an economy that still 
depends heavily an European subsidies. 

The betting must be that the govern- < 
merit will do en/iqg h to enter the euro i 
club — in which case the convergence play 1 
still has some way to go. But Greece ] 
should beware that, if doubts emerge 


By James Kyoge in Beijbg A decree from the State Economic 

— — — ... and Trade Commission ordered *ran- 

CMna’8 retail prices fell 3 per in dom" selling of small state-owned 
June compared with the same enterprises to be stopped-Refanns to 
month a year ago, the steepest and large enterprises wears 

monthly retreat since a deflationary not covered by the decre e. ■ 
trend hff Ewn nine months s g o . The sale of state enterprises 

The fall raised fresh concerns over in many parts of the country had. 
whether the nation’s 8 per cent confused people and "seriously 
growth target can be Yes- affected" the social stability of same 

terday, the government fartiwitwi ft . areas, the decree said. It recoxn- 
wouid delay p lanned housing and mended the merger and restructur- 
enterprise r ef o rms. These have been ing of such enterprises rather than 
pushed by Zhu Rongji, the prime putting them up for auction, 
minister, but have made people fear- Housing reform, under which 
fol of higher housing costs and Ios- - state-subsidised housing was to be 
ing their jobs and therefore wary of abolished from July 1. has also been 
spending. postponed in many parts of China , 

Economists said that deflation, the nfriHal Workers Daily newspaper 
which used to be seen as a symptom said. Beijing win wait until the end 
of weak demand, had now become a of the year before raising rents on 
cause; consumers were waiting for state housing. Economists said 
prices to fen before buying, hi the expectations of having to buy or rent 
first five months of the year, retail living space were dissuading people 
prices fen L9 per cent against the from spending, 
same period in 2997. The decline in There was no evidence that the 
prices showed that government postponement of reforms had hit the 
attempts to stimulate the economy prestige of Mr Zhu. who pledged in 


dr an abyss”. Officials said Mr Zhu 
. was. continuing to purs ue the 
streamlining of the bureaucracy, 
another of his reforms. 

Reform of the financial sector also 
appeared to be going ahead, a 
- fliwnw official said new regulations 
on the closure of illegal financial 
■ institutions were soon ' to be 
announced. He added that it was 
possible that scone non-bank finan- 
cial institutions, such as interna- 
tional trust f>nd divestment corpora- 
tions, might be closed because of 
heavy debts. 

A third of these corporations, 
many of which are allied to regional 
authorities, were unable' to repay 
their debts, the official said. 

Such problems, coupled with weak 
consumer demand and declining 
export growth, were rasing doubts 
about whether China could attain its 
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living space were dissuading people- 8 per cent growth target this year. 


prices fell L9 per cent against the from spending, 
same period in 2997. The decline in There was no evidence that the 
prices showed that government postponement of reforms had hit the 
attempts to stimulate the economy prestige of Mr Zhu. who pledged in 
through infrastructure spending had March to blaze his trail regardless if 


not yet worked. 


ahead of him there was a "minefield 


The finance official said Beijing 
planned to increase the issue of 
bonds later this year to raise funds 
for infrastructure investment This 
would help to kick-start economic 
activity. 
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Orangemen are urged to end 
stand-off after child murders 


show signs of straying from the path of about its chances of entry, the markets’ 


fiscal rigour. Belgium and Italy are get- 
ting the whisper treatment and Ireland 
has also been told that tighter fiscal pol- 
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reaction could be vicious. Hence, it should 
aim not just to squeeze Into the club but 
to build in room for error. 


News 


Features 


2-4 

Inside Track—- 

fir Mw; . .. ... 

.. e 

Art* 


. 16 

Edtoriah 


34 


Crossword Puzzle — 

34 

Observer — 


Companies & Finance 

Hews 17-20 

Compariss to Ms issue — 17 


14 Global Investor 


17 


MIJi 


a jF : II 


15 Martet Movers 

Hemafrna] Bonds. 


FT Glide to world Currencies 


jgj* Emerging Martas 

totals Week. 

f New tote naU anal Bond issues. 

Companies Dtery. 

Money maikefs — 

4 Recent Issues, UK. 


London share sendee 

Managed funds sendee 

World stock Mstets. 

R/S8P-A World toefcus 


NBw York Stock Bcctenga 

Mamie JBiad members bum breed and US flags at a Palestinian ndly bi Worid mart<^ at a glance 
Gaza. US backs Israeli withdrawal terms, Page 4 Reuters Economic Olay. 


FT.com 


FIN ANCI AL T IMES 


Directory of onfine sendees 
via FT Bectronfc Pubfistiing 


Hxan: the Hnanctt Timas web rite: 
oritoe raws, comment and anslystB. 

USpJ'/WWwJT.corn 

Ike AreMme onine arcWre of back issues 
of the rawa pa puatoce July 1996. 

Hempapm uu ta crf p B a nt. Info n a ti on, 
often! end onto udwtag. 

M&HmUU uBto—pwwtaMi we tan 
FT taml Reports Sanies outre ontar- 
, Ing ofmeot or Halm reports and 
accounts of 1200 UK pfcs 

WpJhrmiJtJBxntc*mwB/222aJm 
cajtoKliow to get stare prtras and rrar- 
tat reports by tataptore and Made 
httprtBWW. ttcomfiBwvspmTl 7BMn 
Snaps datsis of tattKWrtng ftftartal 
surreys. 

Wpj/mr*Jlcon ifiwit* p«rfZ&&Jm 


By John Murray Brawn and Robert down off the hill." Mo Mowlam, 
Wright hi Dromcrea Northern Ireland secretary, urged 

Orangemen not to make Drumcree 

The Orange Order was under "the last stand", 
pressure last night to end the week The collapse of proximity talks 
long stand-off between protestant arranged by Ms Mowlam and the UK 
Orang eman and security forces in prime minister's chief of staff Jona- 
Drumcree. Northern Ireland. than Powell, between the Drumcree 

A leading Orangeman called for nationalists and Orangemen in 
the protest to be lifted after the mar- Armagh on Saturday had already 
der of three young brothers from a raised tensions. 
mixed faith family, killed In their Police fear that the rBiwav of the 
beds in a firebomb attack at Bally- marching season today could see 
money, county Antrim. thousands of Orangeman converge 

The Rev William Bingham, a mem- on Drumcree. 
ber of the Portadown Orange Lodge Mr Blair yesterday had several 
four-man delegation, which met conversations with Ms Mowlam and 
Tony Blair. UK prime minister, last Mr Powell. Robert Saultexe, grand 
week, said "a 15-minute walk would master of the Orange Order, was last 
I be a hollow victory in the shadow of night in Portadown talking with 
the coffins of three children". local Orangemen in a bid to resolve 

David Trimble, Northern Ireland’s file crisis, 
recently elected first minister, also The “freedom ramp" which was 
appealed to the protesters. established outside Ms Mowlam's 

He said: "The only way they can official Hillsborough residence was 
clearly distance themselves from yesterday called off. and the Grange- 
these murders and show to the man left behind a token - bunch of 
world that they repudiate those who flowers. 

murder young children, the only However, reaction at Drumcree 
way to repudiate that is to come was more sceptical. David Jones, 
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Europe today 

Showers across northern 
France, the Low Countries and 
Germany win move southwards, 
reaching the Alps by this 
afternoon. Southern Scandinavia 
wBI be cloudy with spells of 
heavy ram and gusty winds. The 
lar north will have some 
sunshine, but the Baffle states 
and western Russia will be 
cloudy and wet Showers are 
fikefy across the north of the 
Iberian Peninsula later today, but 
the rest of southern Europe win 
remain dry and hot 

Five-day forecast 

Atlantic fronts wfll continue to 
bring rain across northern 
Europe. Southern France, 
eastern Spain and northern Italy 
will have thundery showers 
tomorrow, but high pressure win 
bring a return of fine weather to 
the Mediterranean region from 
Wednesday onwards. 
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Blockbuster’s rivals uneasy 
over revenue-sharing deal 

^^^J^yofBtoekbuster, the 

video rental 

sma8er rivate in •»* USl 

^«ton bhghbetwreen Blockbuster, the fUm sto- 
nat **'* 25^50 independent shops 
a arrangement devel- 

Btocktouster and the studios. 

Th« deal has helped increase Blockbuster’s reve- 
fUM tqf 10 per cent this year. Page 21 

cbiry farmers dope for price rise 

Dairy farmers in the UK are eagerly awaiting the 
2*™"" '°n Thursday of the first round of bcd- 
«r^hi MRk Marque's twice-yearty price setting 
auction. Mffl< Marque, the dairy farmers' co- 
operative, is frying to push 19} its minimum price 
from 19p to 21 .5p per litre of raw miBc Page 18 

Moscow traders reassess market 

T he mo od on the Russian stock market has 
c ^* an 9*d 88 it has fall on by two-thirds this year, 
fhore than erasing 1997's gains. Moscow’s bat- 
tered stockbrokers are wondering rf this represents 
a fundamental reassessment of Russia’s risk- 
reward equation. Emerging markets. Page 21 

Attention focuses on yen again 

__ The implicatioos of the 


results of the elections 
%*5jt«aj«i(VparSj to Japan's upper house 

191 may take several days to 

1 work through the forex 

MO Je- markets. The etections 

•T* are important because 

wn fc Jif/r the yen’s recent weak- 

V» ^ 0658 i%as helped drag 

720 r down commorffly-based 

Jm 1998 juj 2 nd emerging market 

'-in, L , , |T -- currencies. Meanwhile. 

, the rouble will remain in 

the spotlight after signs that Russia's liquidity en- 
ds is getting worse. Currencies, Page 24 

fate of Hubco hangs on IMF talks 

The outcome of talks In Washington between IMF 
staff and officials from G7 countries over Pakis- 
tan's impending debt crisis could further tarnish 
the Image of the country's Hub Power Company. 

A moratorium could prevent Hubco repaying the 
foreign portion of its S1.14bn debt Page 20 

Asian bonds caught in vicious circle 

The latest deterrent to Asia’s bid to develop a 
regional bond market - credit worthiness - has 
been brought about by the Asian financial crisis. It 
is ironic because the region's failure to establish a 
robust bond market is one of the reasons (or the 
financial turmoil, international Bonds, Page 21 

Volatility makes investors cautious 

The bull market In trans- European equities contin- 
ued to stumble as (ears about the impact of vola- 
tile markets in Asia and Russia encouraged cau- 
tion. The UK was hard hit as the gilts market 
edged lower on fears over interest rales. Page 25 

Bright prospects for German bourse 

The German stock market's prospects remain 
bright as a result of the widening economic 
upswing, low interest rates, subdued inflation and 
the buoyant company profit outlook. But there are 
some clouds on the horizon. Page 22 
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Deutsche Bank on US expansion trail 

German group looks to acquisitions, co-operation and joint ventures 

n&ntcrha Rank Rarmann’^ V63TS. 


By Andrew Fisher Is Wurzburg 

Deutsche Bank. Germany’s 
biggest bank, is determined to 
expand its investment banking 
business in the US through 
acquisition, co-operation or 
joint ventures, said Rolf 
Breuer, the chairman. 

"It is essential to have a 
meaningful presence in the 
US.” he said in a meeting with 
journalists. “Wall Street is at 
the centre of capital market 
innovation. It is not good 
enough to be a Wall Street 
watcher. We have to be a Wall 
Street participant." 


Deutsche's original strategy 
of building a "bulge bracket” 
investment bank by hiring 
stars came adrift this year, 
most recently with the mass 
defection of its technology 
investment hanking team, 
headed by California-based 
Frank Quattrone, to Credit 
Suisse First Boston. 

The German group's invest- 
ment hanking strategy was to 
“build and buy”, in an attempt 
to become as big in the US as 
rivals such as Goldman Sachs 


and Merrill Lynch woe in 
Europe. But this might take 
five years instead of two as 
previously hoped. 

Mr Breuer said the loss of 
Mr Quattrone and his team 
had "hurt” the bank, espe- 
cially as high-technology, 
along with media, transport 
and pharmaceuticals, was 
among the sectors in which 
it wanted to grow in the US. 
"We have to try and fill this 
gap.” 

Mr Breuer said the group’s 


markets and asset manage- 
ment operations were all doing 
well, but Deutsche was deter-' 
mined to invest more in the US 
to buM its MflA and advi- 
sory badnesses. 

“This could involve an 
acquisition, but we would have 
to ensure it was a proper fit," 
he said. 

There were no immediate 
plans, but Deutsche was 
looking at an possible candi- 
dates, as weB as ctmsiflerifg 
joint ventures or cooperation 


with other banks -’It depends 
how narrowly you define 
‘acquisition* **■ 

Akkad about rumours that 

Deutsche' might buy Ham- 
breefat & Qcdst, the US invest- 
ment bank specialising in tech- 
nology, he said: “We know 
them, they are very in te re s ting 
and a vary good firm.” 

Deutsche could not wait too 
inng to make its next move, 
but did not want to be under 
time pressure. Emphasising 
the need for care, Mr Brener 


Deutsche had - hidden 
reserves of some DM40bn 
($22bnX representing unreal- 
ised gafnft on its quoted share- 
hriWiwgR Prices at acquisition 
candidates could fall if the rise 
in US share prices eased. 
“Maybe targets will become 


Mr Breuer said there had 
been no differe nces of opinion 
with Mr Quattrone and his 
team. They would probably 
have less independ enc e with 
CSFB than with Deutsche. 
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AUSTRIAN PLANS 

Austria's Wolfgang SchQssel will tell fellow foreign 
ministers of European Union nations at a meeting 
in Brussels today about his country's prion ties for 
Its sot-month £U presidency. He win outime plans 
to progress the "Agenda 2000" package. 

WTO HEAD HUNT 

The Geneva-based World Trade Organisation 
launches Its search on Wednesday for a new 
director-general to succeed Renato Ruggiero of 
Italy, who retires next April. 

TSAR LAID TO REST 

The burial of the remains of Rusa-a's las! tsar, 
Nicholas II, empress Alexandra, their children and 
several servants takes place cn Fnday in St 
Petersburg 80 years after they were executed by 
the Bobheviks at Yekaterinburg. 


COMPANIES IN THIS ISSUE 


UNITED DUTCH GROUP TO HAVE TOTAL ASSETS OF $238BN 

Rabobank and Achmea 
announce merger plans 


By Gordon Crarab is Amsterdan 


Rabobank, the Dutch-owned 
co-operative bank, is to mage 
with Achmea, a rival coopera- 
tive, in a deal that win create a 
powerful competitor to the 
Netherlands' trading finan cial 
sendees groups, with assets of 
Fl486bn ($238bn). 

As a first stage of the 
merger, which is to be con- 
cluded within three years, 
Rabobank will next January 
put Robeco, its fund manage- 
ment subsidiary, and Inter- 
polis, an Insurance operation, 
into a joint venture with Ach- 
mea’s activities. These include 
ZUveren Kruis. the biggest 
Dutch health insurer, and Cen- 
traal Beheer and Staal Ban- 
kiers, which have operated 
independently within the Ach- 
mea grouping. 

The initial venture will have 
FllOltra in assets, of which 
FT 63bn come from Achmea, 
but Rabobank may add other 
businesses in the coining 


months to even out the contri- 
butions of the two sides. 

The deal was seen as 
another setback to ABN Amro, 
the Dutch bank seeking to 
broaden its operations within 
the European single currency 
zone. It has recently lost bid- 
ding contests for CIC in France 
and Belgium’s G4nferale de 
Ban q ue. and had reportedly 
approached Achmea . 

In insurance, the accord also 
mounts a strong challenge to 
ING, Aegon and Fortls on their 
home turf. It creates the hug- 
est non-life insurer in the 
Netherlands and the second 
ranking in life W m ss 

The deal also takes Rabo- 
bank into the provision of 
health cover under schemes 
linked with the Dutch state. 

But Rabobank is to keep its 
core banking operations out- 
side the intoim venture. Some 
related activities - such as 
Gilde, its venture capital off- 
shoot - will also remain in a 
separate group, with assets of 


FT 385bn. Rabobank is the last 
bank to enjoy a triple A credit 
rating from all the leading rat- I 
ings agencies without the ben- , 
efit of some form of state guar- 
antee. The group previously 
made dear it was prepared to 1 
sacrifice this for an attractive I 
deal, bat Moody's, the US 
agency, has confirmed its rat- 
ing at triple A. Rabobank has ; 
continued to hope for an allt 1 
ance with KredSetbank in Bel- 
gium, while wanting that nyh 
a pact would take time. 

Kredietbank has tied up 
with two other groups as part 
of a reshap in g of the Belgian 
financial sector that separately 
saw Fortis acquire Generate. 

“Achmea and Rabobank's 
plans are also a response to 
the changing hai fln <*» of power 
in the financial services mar- 
ket,” the two groups said. “All 
parties in the rapidly evolving 
European market are increas- 
ingly having to operate more 
lnnovatively and cost effec- 
tively." 



Brisk trade likely for Coca-Cola Beverages 


Trading in Ooea-Coto Beverages 
shares is expected to be brisk 
this rooming when the new 
Coke mail bottler for central, 
and eastern Europe, makes its 
debut on tha London Stock ■ 
Exchange. After a fate surgo fa 
demand for the 20 per cant <£. 


the equity sold through a 
bookbuidtag exercise, the issue 
was more than IQ times 
subscribed when bidding dosed 
bn Friday. The shares have been 
aflocatad at a price at IGOp, the 
top of the range set tar the 
flotation r vatofog the company 


at more then £t.7bn $2£bn). 
Chief executive NavSa tedak 
(above} has warned that no 
dividend fa Bkeiy for several 
years. Trading in foe new Shares 
on the Sydney stock exchange 
.begins tomorrow. Comment, 
Page 18 . Return: Goto Bear* 


Value of cross-border mergers falls by a third In Asia 


By Clay Harris In Loodw 

Company takeovers have dried 
up across most of Asia, while 
cross-border merger activity 
continues to surge in the rest 
of the world, according to a 
survey published today by 
KPMG Corporate Finance, an 
arm of the accountancy Finn. 

The value or cross-border 
deals in Asian and Pacific 
countries reached $18.l4hn In 
the first half of 1998, more 
than a third below the $28.98bn 


recorded in same period last 
year, ahead of the regional eco- 
nomic crisis. 

There were two exceptions 
to the Asian trend. In Japan, 
inward acquisitions soared 
from 5113m to SS^3bn in the 
first half. In South Korea, the 
value of transactions rose from 
5280m to 53.36bn. 

But inward corporate invest- 
ment fell from $6.57bn to 
S 2 53hn in China, from $5bn to 
5842m in Hong Kong, from 
$2.19bn to SLOlbn in Indonesia, 


and from 5L26hn to 5209m in 
India. Deals "virtually dried 
up" in the Philippines, where 
they had reached S2J7hn in 
the first half or 1997, KPMG 
said. 

Latin America and countries 
In central and eastern Europe 
also suffered from jitters about 
emerging markets. 

Brazil, the continental 
leader, held nearly steady, 
attracting deals worth 5L25bn. 
hut other countries in the 
region saw large falls. Russia 


also gafripH i aga^rm t the h -pnrt 

among its neighbours. 

Stephen Barrett, UK head of 
KPMG Corporate Finance, said 
companies "seem to be holding 
back from investing hi mast 
“newer* markets and are opting 
instead for more familiar, and 
less volatile. North American 
and European countries.” 

Mr Barrett acknowledged 
that many deals were going 
ahead in Asia, but at lower 
prioes, because of the share 
declines in some currencies. 


“There’s dearly a value issue,” 
he said. 

Internationally, the value a t 
cross-border deals reached a 
record gsafcBlhn, against 
5143. 9hn in the first half of 
1997 and $i98bn in the second 
half. US companies were 
involved in more titan half of 
total activity fay value, leading 
both as targets - (axilbn - 
and as acquirers - $58.43bn. 

In spite of a rise In cross- 
border takeover activity in the 
eurozone ahead -of economic 


and monetary union, the UK 
remained the mast popular tar- 
get In Europe. 

Hie value of cross-border 
acauisltians of UK eompenles 
jumped to $47.63ha in the first 
halt compared with HRfflm in 
the same period of last year 
and the previous six-month 
record of 543.1ho in second 
half of 1997. The largest deal 
was Texas Utilities’ $10.4bn 
takeover of Energy Group, 
after a spirited battle with 
rival bidder PadfiCarp. 



DANIEL BOGLER 

GLOBAL INVESTOR 


Bull stirs on Wall Street 


Pamplona sprang to life last 
week as thousands of revellers 
packed its cobbled streets for 
the annual running of the 
bulls. In New York, another, 
more ageing, bull started to 
toss its head again after three 
somnolent months. Perhaps it 
was the Pamplona spirit More 
likely, it was investors shaking 
off a bout of Asian worries, 
which had kept sentiment 
subdued since April. Either 
way, US equities are back near 
record levels, with the S&P 500 
index up nearly 20 per cent so 
far this year - not quite 
matching Europe's pace but 
pretty satisfactory. 

This renewed optimism 
contrasts with rather grim 
news on the ground. US 
corporate earnings are coming 
under increasing pressure 
from Asia, the strong dollar, 
and gradually slowing 
! domestic demand. The 
i warnings include DuPont in 
chemicals, high-tech firms 
such as Motorola and 
Advanced Micro Devices, and 
retailer JC Penney. They show 
the problems are spreading 
across the economy. The 
second-quarter results season, 
starring in earnest today. Is 
expected to produce earnings 
growth of less than 2 per cent, 
according to First Call, which 
compiles brokers' estimates. 
The General Motors strike 
alone has knocked about 1 per 
cent off the numbers. 

In ignoring these signals, 
investors are dinging to three 
arguments, each of which is 
becoming steadily loss 
convincing. First, they are 
betting on a sharp earnings 
recovery. US analysts are still 


forecasting growth of 8 per 
cent for the year, implying a 
j much stronger second half, 
and a breathtaking 28 per cent 
for 1999. But this looks like 
fantasy against the 
, background of a slowing 
1 domestic economy and the fact 
that the foil impact of Asia has 
yet to be felt In reality*, it has 
much to do with Wall Street 
mechanics - In the absence of 
accurate guidance from 
companies, analysts have 
simply left next year's 
numbers unchanged. But, as 
the downgrades filter through 
over the next few months, 
expected earnings growth will 
ratchet down - and investors 
will have to face reality. 

The second argument claims 
that any disappointment over 
earnings win be offset by 
further declines in interest 
rates - Justifying higher 
valuations and thus leaving 
share prices unscathed. This 
has worked beautifully over 
the past two years as bond and 
equity prices have chased each 
other higher, but at 5.6 per 
cent, the US long bond yield is 
close to historic lows. With the 
comparable index-linked 
Treasury yielding 3.7 per cent, 
long-term Inflation 
expectations are already less 
than 2 per cent and it is hard 
to see them being squeezed 
much lower. The experience in 
Japan, where bonds have 
hugely outperformed equities, 
shows that the two markets 
can just as easily move in 
opposite directions. 

The third recourse of the 
optimists is that liquidity will 
continue to underpin the 
market But this too may be 


overstated. The growing 
popularity of band mutual 
foods this year suggests that 
while retail investors do not 
necessarily sell shares when 
the market behaves skittishly, 
they do cut back the amount 
of new money flowing into the 
market Equities now account 
for a record 40 per cent of 
household financial assets 
(excluding real estate), and 
further growth in that ratio 
will probably be very gradual. 

But even if these arguments 
prove well-founded, the picture 
ts not all that much brighter. 
The much-heralded slowdown 
in the economy would prove 
rather temporary. That would 
leave the Federal Reserve with 
little choice but to raise 
interest rates to prevent 
domestic overheating and 
inflation. 

Alan Greenspan, the Fed 
chairman, has made no secret 
of the fact that he is wanted 
about growing wage pressures. 
But he has held off for fear of 
the turmoil that higher US 
rates could cause 
Internationally. Any 
improvement in Asia's fragile 
economies, however, would 
give him the leeway to act 

This would have dire 
consequences for stocks, 
because most investors are 
counting on steady rates far 
the r emaind er of the year to 
Justify current prices; some are 
ev«L banking on another cut 

So far the US market has 
rather nimhly kept to the 
straight-and-narrow. But the 
♦hnugfat of a bull continuing to 
balance on such a narrow 
tightrope, will at some point 
give investors vertigo. 

v 
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AUTOMOTIVE INDUSTRY VICKERS SELLS COSWORTH TO VW WHICH AGF8EES TO SELL ON MOTORfiPOfT DIVISION 


Ford agrees to buy Cosworth Racing 


By Jonathan GuBata 

Ford, the US motor 
company, is expected to 
announce today that it is to 
buy Cosworth Racing, the 
motor sport division of high- 
performance engine maker 
Cosworth. 

The expected purchase 
would follow hard on the 
heels of an announcement 
by Vickers, the UK engineer- 
ing group, late on Saturday 
that It bad finalised terms 
for the sale of the whole of 


Finelist 

proposes 

Partco 

merger 

By Jooaiban Guthrie 


Finelist the acquisitive car 
components distributor, has 
approached rival Partco 
about a possible merger. 

Combining the two busi- 
nesses through a merger or 
takeover would create a 
business capitalised at more 
than £400m with 17 per cent 
of the fragmented car parts 
industry. 

A combination is thought 
likely to appeal to sharehold- 
ers in Finelist and Partco 
because there is considerable 
scope for costs savings. 
Several large institutions 
hold stakes in both compa- 
nies. 

P ulling together Finelist 
and Partco would be the cul- 
mination of a series of deals 
engineered by Chris Swan, 
chief executive of Finelist In 
March the group bought 
Lucas Service UK and Inde- 
pendent Parts Group, two 
car components makers, far 
£33m and £38.4m respec- 
tively. 

Partco recently said that it 
was also interested in 
growth through acquisitions. 
In March it bought the Euro- 
pean operations of Dana, the 
US car parts company, for 
£103m. 

Finelist is believed to 
favour a merger with Partco 
in which shareholders in 
both groups would gain 
stakes in the new entity. 

Speculation over the week- 
end suggested Partco had 
rebuffed the approach from 
Finelist, because Its board, 
led by chief executive Philip 
Wragg, chief executive, 
wanted the company to 
remain independent. How- 
ever Partco is understood to 
still be considering the pro- 
posal- r 

If a merger is impossible, 
Finelist is thought to be 
unwilling to pay a premium 
of more than 30 per cent for 
Partco, valuing the business 
at no more than £205m. 

The merger approach is 
said to have been triggered 
partly by a profits warning 
issued by Partco at the end I 
of last month. Partco said ■ 
first-half profits would be < 
below City expectations 1 
because the mild winter had ; 
cut demand for brakes and i 
radiators, and because 1 
demand for second-hand cars ] 
was fa llin g . ; 

The shares fell 40p to s 
196V&p on cuts by analysts in 
1998 pre-exceptional profits ] 
forecasts from £30-£31m to i 
£28ro-£29m. t 

Finelist is expected to pro- t 
dace similar profits to i 
Partco, of £28m to £30m in c 
the year to June 30. How- t 
ever, it Is capitalised at t 
about £245m, compared with a 
£158m for Partco, reflecting a 
much higher level of expec- C 
ted earnings per share n 
growth. t 


Cosworth to VW for EllTm. 
However, the German group 
Is understood to have agreed 
to sen on the motor sport 
division to Ford. 

VW's purchase of the 
remainder of Cosworth will 
provide it with a new source 
of engines for Rolls-Royce 
cars, following its £470m 
takeover of the luxury 
marque this month. 

Last Thursday BMW, 
which lost out to VW in the 
race for Rolls-Royce Motor 
Cars, gave notice that it 


would end its agreement to 
supply engines Rolls- 
Boyce cars in a year's time. 

The purchase of Cosworth 
Racing will be greeted with 
relief within Ford, which 
feared that Cosworth's sale 
to VW would end a relation- 
ship lasting 30 years. 
Engines developed coflabora- 
tively by the two companies 
were the bedrock of Ford tri- 
umphs to Formula l and US 
IndyCar racing that were 
central to its worldwide mar- 
keting efforts. 


The news Is also likely to 
please Cosworth Racing 
employees. Ford is under- 
stood to have agreed to the 
unit remaining at its North- 
ampton base. 

Commentators on Ford 
recently dismissed any likeli- 
hood that VW would sell 
Cosworth Racing to its US 
rivaL They said the German 
group would hang on to the 
business with the aim of har- 
nessing its expertise to pro- 
mote Audi, the VW subsid- 
iary which Is buying 


Coswortk through IndyCar 
racing irftha US. ~ • 

However, an executive 
with knowledge of the deal 
said: "Audi's real interest Is 
in the three other divisions 
in Cosworth.' which can be 
used in its mainstream busi- 
nesses.” 

The sale price pf £U7m 
agreed between Vickers and 
VW for the whole of Cos- 
worth Is close to original- 
estimates. It consists of 
£l07m for the assets of the 
company,' valued at £59m at 


the begtantog of May, and a 
ftirt&er £KSa for. assets pre- 
viously leased to Cosworth 
by' Vickers. 

-Coswmth produced operat- 
ing profi t s of £S-8m in 1997 
on .turnover of £ll6J9m, 
which included sales of 
fl&an to RoDsRoyce Motor j 
Cari 

Vickers said it would use 
the proceeds .of the sale to 
support Its core activities In 
marine technology, turbine 
components and defence 
systems. . 


Relations turn sour at the top of the dairy industry 


Maggie Urry looks at the increasingly 
bitter battle between Milk Marque and 
processors to control the price of milk 




■ff.’ 




IfllSS 


T he cards are being dealt 
this week for a high 
stakes game of poker as 
dairy farmers attempt to 
squeeze a price increase 
from the processing compa- 
nies that buy their milk. The 
winners will scoop the slim 
profits to be made in an 
Industry under pressure. 

Neither side is revealing 
its hand, but both are 
indulging in bluff and count- 
er-bluff ahead of the conclu- 
sion on Thursday of the first 
round of bidding in Milk 
Marque's twice yearly price 
setting auction, for deliv- 
eries beginning in October. 

Milk Marque, a dairy farm- 
ers’ co-operative, collects 


shot itself in the foot with, 
the MMC. It has been 
aconyyf of being a monopo- 
list and now it’s proved it is 
one.” 

The most important of 
these roles was that Milk 
Marque could not close a 
selling round untO at least 
90 per cent of Its milk had 
found long-term buyers. If 
demand totalled less than 90 
per cent, Milk Marque had to 
cut Its prices and hold a fur- 
ther round Of hiiMing. 

In the last auction, in Jan- 
uary, it took four rounds to 
bring the price down to a 
level that attracted sufficient 
buyers. 

Paul Beswick, managing 












b from 19p to 21.5? 
par Bra 
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and sells more than 40 per director of Milk Marque. 


cant of the milk produced in 
Britain, and its selling price 
acts as a benchmark for the 
rest of the UK’s milk. It is 
trying to push up its mini- 
mum price from L9p to 2L5p 
per litre of raw mitk, 

The prospect of higher raw 
milk prices has depressed 
the dairy processors’ share 
prices in recent weeks, as 
investors recall the profit 
Calls they suffered when 
milk prices rose after the 
industry was deregulated at 
the end of 1991 
Relations between Milk 
Marque and the dairy com- 
panies. often bitter, have 
never been worse. Milk 
Marque has increased the 


would not be drawn on how 
Milk Marque would respond 
if the level of bids is low. 

But that may be what win 
happen. Analysts believe the 
processors could simply 



Jim Begg. director general 
of the Dairy Industry Federa- 


stand back from the Milk . tion, which represents the 
Marque auction and depend processors, said: “If buyers 


on raw milk supplies from 
other sources while stopping 
production of long-life dairy 
products. 

Neil Davidson, chief execu- 
tive of Express Dairies, one 
of the six large raw milk 
buyers, said: “Commercial 
logic suggests there should 
be very little demand [at 
2L5p a litre].” 


are discouraged from bid- 
ding because of the high 
quoted prices then this wfl] 
be to the disadvantage of 
farmers who may find they 
have no outlet able to take 
their product”. 

Milk Marque believes Its 
tactics are the best for its 
dairy farmer owners. Sharp 
falls in the price fanners get 
for their mOk over the last 


never been worse. Milk The crunch would be over for their mOk over the last . p 
Marque has increased the milk sold in liquid form or 18 months, from about 25p to . p 
tension in this auction by turned into short-life-prod- JUp^per litre, have savaged^ c 
tearing up bidding rales nets. Raw milk must be pro- their' profits, which fell 35 r : si 
agreed with the Office of cessed within 36 hours of per, cent last year. Many si 

Fair Trading in 1996. even being produced or it is regard 20p a litre as the min- ft 

though the Monopolies and worthless. If Milk Marque imum price at which the a 
Mergers Commission is in fails to agree long-term con- average dairy farmer can • 
the middle of an inquiry into tracts with buyers, it will be make a profit. . d, 

the supply of raw milk. forced to sell on the spot -Meanwhile the margins of.-ai 

One dairy industry execu- market and be at the mercy the processing companies it 
five said: "Milk Marque has . of the market and the supermarkets, have tc 


regard 20p a litre as the min- 
imum price at which the 
average dairy farmer can 
make a profit 

- Meanwhile the margins of • 
the processing companies 
and the supermarkets, have 


been bolstered and, says 
Milk Marque.- consumers 
have seen no reduction in 
the price they pay. 

T he processors argue that 
they have simply rebuilt 
margins that were 
squeezed after deregulation, 
when bidders panicked in 
Milk Marque’s auctions and 
pushed the price up. They 
say there is no market justi- 
fication for a price increase 
and they cannot afford to 
pay more for their milk sup- 
plies -.than their Eurqpean 
cvhpttitqns -do. . Fanners 
shoiikrtdame the strength of 
sterling,', not their customers, 
for the milk price fall, they 
argue.'. 

NfflK Marque has riled the 
dairy companies further by 
announcing plans to build 
its own processing capacity 
to absorb the milk its cus- 


Nattgbty Sears. 'Em Hampel committee 
governance criticises the “bundling* together ctf different . 
proposals for shareholders to vote on. The dgiiMgw. of 
Selfridges from Sears doe precisely that Bound 3p. witiMhe.- 
dem er g er propos a l is an executive rem u neration scheme. - 
The two stand or fan together. For those investors who • 
object to the bundling, is it worth voting against tie scheme \ 
mtatix ' . . , \' r -■ 

Almost certainly not. If Sears' motives were under suspk; 
caon, the answer might be different. That isnoithecase. 
The exscutive.pay scheme under discussion actually goes to •• 
the heart, of corporate governance - ahgnhTg 'm flna g em e&t % 
anil i n v e stor interests.' . Moreover, it -was thoroughly can- 
vassed with investors ahead of time. By-jodting in goad- 
managers, tt ensures the demerger has a reasonable change 
of success. To vote against that would be to impede the best 
chance investors have of rescuing some value from the 
Sears wreckage. 

That said, any scheme which leaves some shareholders 
fading they have been bounced into a decision is flawed.- 
Bob Reid, chair man, may be right when he says the two. 
issues are inextricably linked. But shareholders are entitled 
io .make that decision themse l ves. Clerical Medical were, . 
therefore, right to fire a warning shot But having made the . 
point, voting against the d em erger would smack of oveneac- :• 
tion. ; • 

Coca-Cola Beverages 

These are not happy times for companies exposed to emerg- 
. ing iwarkPtg Admittedly, Coca-Cola Beverages, one of Cote’s 
mate bottlers whose shares start trading in London today, Ss 
focused on eastern and central Europe. This is not quite, as 
hairy as Aria right now, but still carries risk from Russia’s 
c ur r ent turmafi. However, such is the magic pull of toe 
Coca-Cola name that Coca-Cola Beverages' shares have been 
snapped up right at toe top of the price range. Investors' 
thirst for fixe shares is also due to the relative lack of large 
new issues thfayean Coca-Cola, Beverages is providing only , 
slight r elief- the parent company, tire Coca-Cola Company is 
han g in g - on to 50.1 per cent of the equity. StHL having an 
investor like toat win help quell nervousness when the froth 
sribrid pff and shareholders contemplate, the heavy capital 
expenditure and exposure to the farmer communist block. 


NEWS, DIG EST 

BUILDING MATERIALS 

tamers refuse to buy. The i MBO at Norcros 

processors say Milk Marque 

could use this capacity to . lahollirirf firm 
manipulate prices, while laDclllllU dllll 
Milk Marque argues it is • 

merely providing the invest- Norcros, the building materials and speciality chemicals 
ment in the industry that business. Is expected to announce today that ft has agreed to 
the dairy companies have sell Norprint, the labelling business, to its management for 
& Bed to mate. £7.9m. A buy-out team led by Eden Douglas, chief executive 

The answer may be that of the Norprint Labelling Systems subsidiary, and bached by 
there is simply not enough Lloyds Development Capital, wOl also trite on finance leases . 
profit to go round while star- worth £600,000. 

ling remains strong. The The disposal marks the transformation of Norcros from a 
advantage has swung from conglomerate into a more focused group concentrating on 
farmers to processors in the ' cera mi c s and speciality chemicals, 
last 18 months. It is hard to Norprint is being sold at a small discount to net assets, 
believe that MHk Marque’s _• Norcros w8l make a ESm. foss on the disposal, which includes 
brari^tytfmpt .^g?ytpg if --£l,&n for goodwif wrttterroff. The unit nftde a tfnvqpeiqfing 
back wjjj^work tips time - . profit in the year to March 31 oh sales of about £Z7m-- 
round, - or that ift has Norcros has meanwhile been released from the immediate . 
improved, its chances' of sur- threat of a hostile Takeover by John Mansfield, a smaH timber, 

vlving toe MMC investiga- company that is the txdcfing vehicle of Active Value Investors, 
tion unscathed. This is an investment company run by Brian Myerson, an 

Whoever holds the win- investor Involved Ip the ousting earfier this year of the- board 

nlng hand on Thursday, it of Lfoerty. the retater. ■ i " 

will by no means be the end - Two weeks ago Mansfield announced its was considering 
of the gains. bidding for Norcroe, then capitalised at £11 7m. But following 

pressure from the Stock Exchange to clarify its intentions, 
Mansfield said an offer was no longer on the agenda Despite 
this, Mansfield is beleved to have retained the idea of a take- 
over as a long-term option. Jonathan Guthrie - 


Central European Baring Tribune 
follows sector may face attack 
buy-back trend on proposals 


By Jean Eagtesbara 

Central European Growth 
Fund, with about £i40m of 
assets invested mainly in 
eastern Europe, has become 
the latest in a series of 
investment trusts to 
announce plans to buy back 
shares. 

Buy-backs are seen as a 
potent weapon in managers’ 
attempts to reduce the 
excess supply of shares in 
the £ 60 bn sector and so 
potentially cut the wide dis- 
count between the typical 
trust’s share price and the 
value of its underlying 
assets. 


in the sector is forcing some 
to wind up. 

Scottish Asian Investment 
Company, which specialises 
in Asian stockmarkets, has 
persuaded Millennium Off- 
shore Partners, a hedge fund 
which bought a 20 per cent 
stake in it in March, to drop 
its request for an immediate 
meeting of shareholders to 
vote on winding it up. But 
the reprieve is likely to 
prove temporary. 

Shareholders will be able 
to vote on whether to wind 
up Scottish Asian at their 
annual meeting in October. 
The trust has also decided to 
offer them a vote on whether 


By Jen Eagfesham respons 

Baring Tribune, the £360m at Adv; 
investment trust at the cen- nove, w 
tre of a bitter takeover bat- trust j 


responsible to all sharehold- 
ers, not just Some noisy ones 
at Advance UK,” said Caze- 
nove, which is advising the 


However, Glen Wellman of it should abandon its invest- 


Credit Suisse Asset Manage- 
ment, which manages Cen- 
tral European, said the “evi- 
dence on the long term effect 
on discounts is unproven - 
the buy-back is primarily to 
enhance the net asset 
value”. A buy-back can 


ment trust status and 
become open-ended by the 
end of November - an option 
which Scottish Asian’s board 
now says it views as an 
“attractive outcome’'. China 
Investment Trust, a tiny 
fund with assets of just 


increase the asset value of £9.1m, has also decided to 
the remaining shares if toe abandon life as an invest- 



The FT cm help ywi reodi 
additional business leaders in 
France. Qur 5nk wrtli the French 
business newspaper. Le* Edws. 
gives you a unique rectuipmt 
advertising ojijwi nauhy to 
capitalise on the FTs European i 
l e a dership and to further target 
rfr French business worfd. 

For hriorrenukH on rates and 
fatter details plea* telephone: 

Toby Ftaden-Crofis on 

+44171 8734027 


trust trades on a big dis- 
count, since it Is effectively 
buying its own assets for 
less than their face value. 

Buy-backs are not enough 
to save every trust, however. 
The continuing contraction 


ment trust. But the terms 
may raise shareholders' eye- 
brows - the proposed deal 
win cost about 10 per cent, 
including a pay-off to Jupiter 
Asset Management, which 
runs the trust 


tie, could face a barrage of 
criticism when it publishes 
its long-awaited restructur- 
ing proposals oo Friday. 

A number of the trust’s 
Institutional shareholders 
are Increasingly unhappy 
about both the delay in prod- 
ucing the proposals, origi- 
nally promised for early 
June, and the perceived bias 
of the Barlngs-influenced 
board towards its incumbent 
manager. “There are so 
many aspects of this that are 
just so bad for the sector." 
said one analyst 
The Baring Tribune board 
has characterised the fight 
over the trust as a battle 
between small shareholders 
and the sector’s predators. 
Advance UK, the “vulture 
fund" which targets trusts 
whose shares trade on a 
wide discount to the value of 
their underlying assets, was 
one of three shareholders 
that in March initiated the 
battle for the trust 
“Whatever we do is not 
going to be perfect for all 
individuals. The board is 


But:: some institutions are 
muttering that the board 
may be paying more atten- 
tion to the interests of Bar- 
ing Private Investment Man- 
agement, which runs the 
trust than shareholders. 
They point out Barings Is 
linked to a stake of 29 per 
cent of Baring Tribune via 
its private clients or pension 
funds. One of the sharehold- 
ers said: “It all just feels a 
bit unsatisfactory. It’s not 
helped by the length.of time 
that has been taken. My con- 
cern is that we have not yet 
seen a deal" 

Baring Tribune rejected 
approaches from three suit- 
ors - Edinburgh UK 
Tracker, Fleming Claver- 
bouse and Legal & General - 
in May in favour of its own 
scheme. This will give share- 
holders a choice of a scaled- 
down version of the current 
trust run by the same man- 
ager, a linked tracker fund 
that will shadow the FTSE 
All-Share index, run by Bar- 
clays Global Investors, and a 
limited cash exit 
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By Christopher Adams, 
insurance Co nesp o odeffi 

Lloyd’s members' agents 
representing the Interests of 
thousands of Names are put- 
ting pressure on underwrit- 
ers at the insurance market 
to raise offers they have 
made to buy Names’ inter- 


The independent advisers 
to a group of nine members' 
agents handling the affairs 
of some 70 per cent of unlim- 
ited liability Names, the 
individuals whose assets 
have traditionally supported 
Lloyd's, have held back from 


endorsing offers for several 
leading syndicates, toe trad- 
ing units which underwrite 
risk. Noble & Co, the Edin- 
burgh-based investment 
bank, has been advising 
members' agents including 
Anton Jardine, Murray Law- 
rence, Christie Brockbank 
Shlpton, Stace Bair, and Fal- 
con. 

Its own analysis of offers 
by Wellington Underwriting 
and Cox Insurance, two 
Lloyd's underwriting agents, 
is thought to have 
that Offers far several of the 
syndicates have been 
pitched too low. 


Noble & Co's views may be 
influential because of the 
number of members’ agents 
toat have sought its advice. 
The bank has been helping 
in negotiations with under- 
writing agents where those 
have occurred. This week. 
Names will receive letters 
detailing its views. 

The bank has given its 
support for an offer made by 
Cox for one of the three syn- 
dicates over which it is try- 
ing to acquire controL It 
backed Cox’s bid of 22p in 
cash for each pound of 
capacity on syndicate 1485, 
which underwrites a wide 


range of insurance in the 
marine, aviation and non- 
marine markets. 

But It has not recom- 
mended that members’ 
agents endorse the bid of 20 p 
far syndicate 218, which 
writes motor insurance, and 
the bid of 50p for syndicate 
1176, which specialises in 
nuclear power stations. 

Noble & Co is also thought 
to believe that an offer from- 
Wellington Underwriting at 
18&p cash for every £l of 
capacity on syndicate 2020, 
to be created next year by a 
merger of three smaller syn- 
dicates, is too low. 


f back wilj' work tips time 
, round, or that ift has 
j improved, its chances' of sur- 
viving the MMC investigH- 
i tion unscathed, 
r Whoever holds the win- 
[ nlng hand oh Thursday, it 
r will by no means be the end 
- of toe game. 


Berisford 
set for 
£14m 
purchase 

By Arkady Ostrovsky 


Berisford, the kitchens and 
ki tchen equipment group. Is 
today expected to announce 
its first acquisition in a 
£200m expansion programme 
over tiie next six months. 

The company, which com- 
prises Magnet, toe UK kitch- 
ens and joinery group, and 
Welbfit, toe US supplier of 
cooking equipment to 
McDonald's, is set to pay 
£14m for CP Hart, an 
upmarket bathroom distribu- 
tor in south-east Rn gfawd 
Hart would reduce Mag 
net's dependency on its tra 
ditional areas, where sales 
have been slow in toe past 
six months, and allow it to 
move into a higher-margin 
market The company has 
net assets of ram and last 
year made pre-tax profits of 
£2.4m on turnover of £l5m. 

The deal, which is expec- 
ted enhance Berisford’s earn- 
ings, Is likely to surprise 
analysts who believe the 
group should be concentrat- 
ing its investment on Wel- 
bflt 

But most of the subse- 
quent acquisitions are expec- 
ted to be on the cooking 
equipment side of toe busi- 
ness. Over the next two 
months Berisford is likely to 
spend £6Qm buying private 
Companies In the US and 
Europe, and will bring its 
total spending to £200m by 
the end of 1998. 

The expansion, is part of 
an effort by Alan Bowkett, 
chief executive, to turn 
Berisford, the former com- 
modities trading conglomer- 
ate with a troubled past into 
a leading supplier of cater- 
ing equipment to large inter- 
national food chains 
Welbilt already accounts 
for 61 per cart of Berisford’s 
sales and for 75 pa* cent of 
its operating profits. The 
acquisitions are expected to 
increase Welbilt’s contribu- 
tion to operating profits to so 
per Cent in tire n«rt fin anci al 


FINANCIAL SE RVICE S ~ . 

ED&F Man expands brokerage side 

ED&F Man Group, the financial services and agricultural prod- 
ucts group, has agreed to buy the brokerage accounts of the 
.investor services division of First Options, a Chicago options 
trader. The grotp is expected to pay about $11. 6m (£7m), 
mostly in profit-relied amounts from completion to Decem- 
ber 31, 2003. The purchase fits In with ED&F Man’s strategy - 
of makng small, bolt-on acquisitions to bolster its position in 
wholesale financial services. Harvey McGrath, chief executive 
said the group could handle the extra volumes of hiwiiwt? 
from the acquisition using existing capacity in Chicago. 

The division made pre-tax profits of $4.4m in 1997, when 
the book value of assets was $300,000. Its clients am mainly 
regional brokers which lack their own execution and settle- 
ment capabfllty. The vendor Is Spew, Leeds & Keflogg. a New 
York Investment company. Jonathan Guthrie 


Prism Leisure declines 69% 

Prism Leisure, the home entertainment group that issued a 
profits warning in September, reported a 68 per cent fail in 
annual pre-tax profits and admitted It had performed poorly. 
The wholesaler and distributor oT music, videos and computer 
games, said it had suffered from problems at its German sub- 
sidiary, the strength of sterling and the absence of suitable 
computer games in which to trade. 

Turnover for the year to March 31 decreased 7 per cent to 
£31.1m. Pre-tax profits fail from £2.70m to £832,000 after a 
provision of ££00,000 relating to the planned disposal of the 
German offshoot Earnings per share fell 71 per cent to 6.04p. 
A proposed final dividend of 5 p gives a total of &38p (7.19p). 

SUPPORT SERVICES 


Penna makes £12m acquisition 

Pwf® Holdings,, the human resource services group, 
announced a jump In prefax profits and the £l2m acquisition 
of Talisman information Systems Resourcing. The consider- 
ation for the search and selection company that specialises in 
the recruitment of IT personnel. wiD be satisfied as to £4m fa 
cash, £6m in shares and £2m loan notes. Part of the cash 
element wSl be funded by the placing of 1m new ordinary 

shares at 240p by SG Securities to raise £2.4m before 

expenses. 


INFORMATION TECHNOLOGY 


Microgen continues to fall 

Profits at Microgen contfaued their downward spiral as the 
business information company, which has issued three wam- 
fo® Past year, reported a 69 per cent drop in pre-tax 
profits from £4.21 m to £1.29m, including an exceptional gain 
of £474.000, for the six months to April 30. Operating profits 
feU 75 per cent to £1. 04m, but sates were down orrty 4 per 
cent at £32. 6m. The fan-year figure has been downgraded 
again by Kteinwort to £2.lm a 
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When it comes to. protecfing your business 
and maximising your returns, you.simply ; :.■ 
want the best Our global Head of interest 
rate derivatives in Frankfurt has just been . 
acknowledged as ’’innovator of the year in. 
Europe". This reflects the quality of the 

Global Markets risk management team's 
performance over the last year including- 


landmark. achievements such as the first 
eurp^ehomihated swaption, the first Czech 
PRIBOR. range swaps, excellence in 
istrudur^i borids and a key role in 
'•developing; the spread .option market in 
Germany. Our clients benefit from a 
proactive approach to-creating tailor-made: 
solutions, a^proven record in the successful 


development and implementation of new 
products as well as the specialist expertise 
and capital commitment to put them into 
practice. When you are looking for Euro 
innovation, talk to the No.1. 

• For .further information, contact 
Frankfurt on Tel: +49 69 263 8202 or 
London on Tel: +44 171 475 6016. 
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COMPANIES & FINANCE 


Super-league leaves small-cap stocks Put in the cold 

Consolidation between equity exchanges could result in apartheid for Europe’s smaller companies, writes Simon Davies 


.DERIVATIVES COMPENSATION FOR BELGIUM 



Market 

movers 


T he Fra nk furt and Lon- 
don stock exchanges 
have presented a beauti- 
ful vision of a seamless mar- 
ket for Europe's 350 biggest 
companies, but this creates 
the threat of an apartheid 
system for smaller and 

medium-sized companies. 

The exchanges envision a 
low-cost, highly efficient 
dealing system, which will 
channel rising levels of pri- 
vate pension cash and exist- 
ing low-yielding insurance 
funds into regional blue-chip 
equity portfolios. 

That will leave several 
thousand companies, with 
market values ranging from 
£50m to £3bn, trading under 
a fragmented network of 
local stock exchanges. 

Moreover, the develop- 
ment of new exchanges for 
high technology and growth 
companies is taking same of 
the dynamism out of this 
small-cap market 
Euro NM. the alliance of 
regional high-growth stock 
markets, and Easdaq are 


attracting many of the fast- 
growing small companies 
that would have previously 
gone to the main market. 

Mobilcom, for example, 
has seen its shares grow 
more than 200-fold since it 
became the first company to 
be listed on Germany's 
Neuer Markt. now part of 
Euro NM. last year. 

It is in a market designed 
for small but fast-growing 
companies, but it has a stock 
market value of more than 
DM6bn ($3.3bu). This is fol- 
lowing the pattern of Micro- 
soft which remains listed In 
the US an Nasdaq, rather 
than progressing through 
the ranks of the New York 
Stock Exchange. 

So will this mean a dull 
performance for smaller 
European companies, as 
liquidity is channelled one 
way and the dynamic small 
companies go another? 

Paul Marsh, professor of 
management and finance at 
London Business School, 
argues: “As dealing costs 
come down and liquidity 
improves for the top 300 
European stocks, it could 
lead to slightly higher share 
prices and a fall in the cost 
of capital. This does not 


Doom for growth 

HSBC SecurttfesSnrflBr Etnpran companies Index 
relative to the FT/SAP Europe Mo 
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be a lot of attention on 
brin g in g together regional 
trading in the largest and 
smallest companies, and it is 
the ones in between that are 
lowest on the totem pole." 

Moreover, recent history 
does not favour the small 
company Investor. Investors 
require premium returns to 
compensate for reduced 
liquidity of shares, and for 
the last decade they received 


affect small companies as 
such, but it could mean that 
the valuation gap widens.” 

There could be particu- 
larly distorted valuations 
among those companies that 
fall out of the super-league 
of the new blue-chip market, 
or those that are expected to 
move into it. 

Mark Howdle, European 
equity strategist at Salomon 
Brothers, argues: “There will 


a discount. The so-called 
small company effect has 
become a negative one. 

None the less. Henderson 
Asset Management tracks 
1,300 companies with a value 
of Jess than. $5QQm in Europe 
excluding the UK, providing 
its small-cap universe, and 
these have a total value of 
only $228bn - equivalent to 
Europe's two biggest compa- 
nies combined. 

“As long as there are 
attractive small companies 
out there, it doesn't take 
very much liquidity to real- 
ise their value," argues 
Andrew McNally, European 
smaller company fund man- 
ager at Henderson. 

Moreover, much of the 
ander-performance in small- 
cap stocks Is attributable to 
their sector weightings, and 
over time this will change. 
The creation of a substantial 
single currency equity mar- 
ket In Europe should encour- 
age large and relatively 
untapped areas of the 
regional economy to raise 
capital on the stock market 
creating a more dynamic 
smaller company universe. 

Some of this may shift into 
new specialist stock markets 
and therefore be ignored by 


■ the mainstream small-cap 
benchmarks, but ft will stID 
benefit the same European 
small-cap investors. 

After all. UK European 
smaller company unit trusts 
have already out-performed 
the broad European bench- 
marks this year. . 

The regional stock 
exchanges will lose much of 
their responsibility for big 
companies through the cre- 
ation of the new regional 
market, so they should put 
more effort into nurturing 
the blue chips of the future: 

Therefore, while swathes 
of the European stock mar- 
ket universe may appear to 
be heading fur the twilight 
zone, the real impact will be 
limited. 

Jonathan Sharpe, head of 
small companies fund man- 
agement at Gartmore, says: 
“Markets are fairly efficient 
If big-cap stock valuations 
become over-inflated, then 
investors will buy growth 
more cheaply elsewhere;” 

The risk is more that the 
creation of an equity super 
league that tup valu- 

ation anomalies between 
small companies and giant 
multinationals take longer 
to dose. 


Mobile phone groups set Granvaie 

r . , , ,, . looks for 

for price battle in space non _uK 


European PC 
sector revamps 


By Christopher Price day that its maximum price 

......................... - was likely to be set at about 

A price war in space looks $3 a minute. Both companies 
set to break out. ICO Global intend to cut prices to as 
Communications, one of little as 50 cents a minute for 
three companies planning to developing countries. ICO 


launch the world’s first 
satellite hand-held mobile 
phone service, has said 
its call charges could be 
less than half those 
planned by rival operator 
Iridium. 

The news comes just 10 


also said that its phones 
would cost about $1,000 
each, against $3,000 for 
Iridium's. 

Iridium has signed part- 
nership deals with more 
than 100 cellular operators 
around the world. They are 


weeks before the launch of responsible for marketing 


the $5bn Iridium service, 
which will be the first of the 
three to go Into operation. 
The 66-strong satellite 
constellation allows calls to 
be made to and from 
anywhere in the world on 
an average-sized mobile 
phone. 

Last week. Iridium's Japa- 
nese cellular partner became 
the lint to publish official 
prices for the service. These 


and administering the 
service, and setting final 
prices. 

Orange, for example, 
which is Iridium's partner in 
the UK says Its prices are 
likely to be between $2 and 
$5 a minute. 

The ICO move will put 
pressure on Iridium and 
Globalstar. the. other satel- 
lite consortium, in the new 
market which analysts 


showed a maximum price of believe will struggle to sup- 


67 a minute for an interna- 
tional call using the satellite 
system. 

However. ICO said on Fri- 


port three operators. The 
average *5bn cost of each 
system means that the battle 
for customers and market 


supremacy is likely to be 
intense. 

ICO, in which Motorola of 
the US is the biggest share- 
holder. has the advantage In 
launching first. It is plan- 
ning a $I40m advertising 
blitz to establish the Iridium 
brand ahead of its rivals. 

Globalstar, backed by 
Loral, is due to begin its 
service in 12 months, with 
ICO, the former Inmarsat 
subsidiary, following in 
2000 . 

John Windolth. Iridium 
head of marketing, dis- 
missed the ICO assertions. 
“These numbers are highly 
speculative. Who knows 
what the market will be like 
and what the prices will be 
in three years' time?” He 
added: “Whatever our rivals 
charge, we will be competi- 
tive.” 

ICO says it can afford to 
be cheaper than Iridium 
because its costs are lower. 
Its system only needs 12 sat- 
ellites because they are in a 
higher orbit; they also last 
twice as long. 


investors 

By Clay Harris, 

Banking Corre sp o n dent 


By Paid Taylor 


CROSS BORDER M&A DEALS 


BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

ABN Amro (N'bmds) 

Banco Real (Brazil) 

Banking 

$3bn 

Third home aim 

Rqyal Dutch/ShaH 
(UK/N' tends) 

Rosneft (Russia) 

Oil & gas 

S1.6bn 

Sale fate 

Norsk* Sfcog (Norway)/ 
AbWbl (Canada) 

Hanged (S Korea) 

Pulp & paper 

Si bn 

Joint venture 

Cendant (US) 

RAC (UK) 

Motoring srves 

$740m 

High Court OKa 

Special Metals (US) 

Unit of inco (Canada) 

Metals 

$408m 

Non-core disposal 

Quebecor (Canada) 

Trycklnvest (Sweden) 

Printing 

$2 19m 

White kn&rt 

BTP (UK) 

Arcfwnica (Italy) 

Rne chemicals 

$165m 

hSgher value move 

Impac (US) 

Tinsley Robor (UK) 

Pmtng & pckgng 

Si 39m 

Consolidation 

Lucent (US) 

LsaiNet (Israel) 

Computers 

SI 17m 

UK's Madge sens 

CB Richard B6s(Canada) 

Hffiler-Parker (UK) 

Property srves 

SlOOm 

Sector reshaping 


This notice is issued In compliance with the requirements of London Slock Exchange Limited (the 
London Slock Exchange") and appears as a matter of record onfy- It does not constitute an offer or 
invitation to any person to subscribe tor or purchase any shares. Application has been made to the 
London Stock Exchange lor the ordinary shares of Ryanair Holdings pic to be admitted to the OffloaJ 
List 

It is expected that dealings In the ordinary shares of 
Ryanair Holdings pic 

will commence at 8.30 a m. on 16 July 1996 

^WANAIR 

Ryanair Holdings pic 

incorporated and registered with Hmited KabHity in treiand under the Companies Acts 
1963 to 1990 with registered no. 249885 

Admission to the Official List of the London Stock Exchange 
and placing 

Sponsored by 

Morgan Stanley & Co. International Limited 

Share capital upon admission to the Official List 

Expected issued and fully 
paid ot credited as 

Authorised hilly paid 

Number Amount Number Amount 

219,000.000 IRES, 400, 000 167,424,814 IR£6.696,993 

In ordinary shares 
of lR4p each 

Ryanair operates a low-tares, no-frills scheduled passenger airline serving short-haul, point-to-point 

routes between Ireland, the United Kingdom and continental Europe. 

The placing is fully underwritten by Morgan Stanley Dean Witter and Davy Stockbrokers. Morgan , 
Stanley Dean Witter and Davy Stockbrokers are acting as Joint-lead managers and bookrunners o( the 
placing. Morgan Stanley Dean Witter s sponsor lo the London Stock Exchange listing. Credit Suisse 
First Boston and Robinson Humphrey acted in an advisory capacity. 

Listing Particulars ware published on 10 July 1998 and are available lor collection from the Company 
Announcements Office, the London Stock Exchange, London Stock Exchange Tower, Otd Broad Street, 
London EC2 during normal business hours up to and including 14 July 1996 and at the offices ot Bank 
ot Ireland and Ryanair Holdings pic referred to below during normal business hours on any weekday 
(Saturdays excepted) up to and including 27 July 1998 from: 

Bank of Ireland Ryanair Holdings pfc 

Registration Department Corporate Headquarters 

Donegal! House Dublin Aliport 

7 Donegal! Square North Co. Dublin 

BeHast BT1 5LU Republic of Ireland 

13 July 1998 


Granville, the independent 
investment banking group, 
intends to boost its capital 
base by bringing in new 
institutional investors, prob- 
ably from outside the UK. 

David Williamson, chief 
executive, said Granville 
would not follow the path of 
Goldman Sachs to a public 
flotation, but wanted to 
build up its resources to be 
able to take advantage of 
market opportunities, espe- 
cially In a downturn. 

With Granville today 
reporting a 31 per cent 
increase in pre-tax profits to 
£4 .5m f$7.3m) in the year to 
March 31. he said: “Our capi- 
tal base is being strength- 
ened from within.” 

But the company was aim- 
ing to attract one or two new 
investors by the end of the 
year. These were likely to 
resemble its current institu- 
tional investors but would 
preferably come from out- 
side the UK, Mr Williamson 
said. 

The Post Office and Brit- 
ish Telecom pension funds, 
both managed by Hermes, 
hold 17 per cent between 
them. The BG and Centrica 
pension funds own 15 per 
cent between them and 
Friends Provident Life Office 
9.9 per cent. All of these 
were not only long-term 
shareholders, but also sup- 
ported share underwriting 
and were broking clients. Mr 
Williamson said. 

Granville was willing to 
see the proportion of shares 
held by current and former 
employees, including trust 
holdings, fail from 52.5 per 
cent to below 40 per cent, be 
said. Leonard Licht, the for- 
mer Mercury Asset Manage- 
ment vice-chairman, who 
now acts as a consultant to 
Granville, owns 5.6 per cent. I 


The decision by Germany's 
Metro retail group to sell its 
Vobis, Maxdata and Peacock 
computer units to CHS Elec- 
tron ics of the US for 
DM587m (6323m) last week, 
signalled the continued 
restructuring of Europe's 
personal computer industry 
in spite of booming sales. 

The sale of Vobis, which 
ranks sixth in the fiercely 
competitive German PC mar- 
ket. with expected sales this 
year of DMSbn, is the latest 
in a series of deals that have 
seen European companies 
spin off, sell or close down 
their PC operations. The 
deals have farther consoli- 
dated the grip of big-brand 
US and east Asian manufac- 
turers on the European PC 
market currently the fastest 
growing in the world. 

Among the European com- 
panies to quit the PC busi- 
ness, the UK-based ICL 
group folded its PC 
operations - including 
Aquarius Systems, a low- 
cost German PC manufac- 
turer - into those of its Japa- 
nese parent, Fujitsu; Italy's 
Olivetti sold its PC 

operations to a group of US 
and European investors; and 
Groupe Bull, of France, has 
folded its PC business into 
the Packard-Bell NEC group 
as part of a three-way deal 
Even Siemens Nixdorf of 
Germany, the last European 
computer maker to offer a 
fill] range, has pulled out of 
PC manufacturing, selling 
its PC plant to Taiwan's 
Acer. 

The moves come as mar- 
ket researchers raise their 
estimates of PC sales in 
Europe this year, forecasting 
growth of about 20 per cent, 
substantially faster than 
either the US, where there 
are signs of saturation, or 1 
Japan and Asia, where sides 
have been hit by the region's 
economic problems. j 

The European surge 1 


reflects several factors - the 
race by corporate purchasers 
i to complete preparations for 
the euro and to become year 
2000-compliant, and growing 
interest among European 
consumers in the Internet 
and online services. 

To scone extent Europe is 
playing catch-up with the 
US, where household PC 
penetration is about 44 per 
cent compared with about 25 
per cent in most European 
countries. 

However, strong market 
growth has not been enough 
to protect many PC makers 
from falling average pur- 
chase prices and lower mar- 
gins, particularly in markets 
such as Germany, where 
consumers focus on price. 

Despite these pressures, 
some PC makers are riding 
the- sales wave. DeD Com- 
puter, the US group that has 
built its business an a direct 
sales and build-to-order mod- 
els. has seen its European 
sales soar over the past year 
- including the German 
market 

Hewlett Packard has also 
seen strong growth in 
Europe, as has Fujitsu Com- 
puters, which Increased 
year-on-year shipments by 83 
per cent in the first quarter. 

In spite of this. Whiffled 
Hoffmann, joint chief execu- 
tive, claims to have reduced 
operating expenses to below 
those Dell and Compaq in 
the first quarter. 

Like other senior execu- 
tives in the European PC 
industry, Mr Hoffman 
believes the next few years 
will determine which compa- 
nies and PC brands survive 
and which fade away. 

While some small assem- 
blers may survive by cater- 
ing for local market niches, 
it seems increasingly clear i 
that multinationals such as 
Compaq, Dell and Hewlett < 
Packard and their Japanese i 
rivals will consolidate their 1 
grip on the European mar- I 
ket. I 


‘to pay 
than fe 

By Jean Eagfesham 

Merrill Lynch, the US 
securities firm, is under- 
stood to be confident it will 
not have to pay the Belgian 
government . “anywhere • 
near" the 6300m figure for. 
compensation reported in 
the UK press yesterday. 
“The payment will be way, 
way lower,” said a figure 
close to the negotiations. 

The compensation relates 
to losses the Belgian govern- 
ment ran up through a 
series of high-risk deriva- 
tives deals it carried out in 
London between 1989 and 
1993, mainly via Merrill. The 
deals were dollar and 
D-Mark “power options”, an 
onnsnal type of derivative : 
that magnifies the potential 
gain, or in this case loss. 

Buying a currency option 
gives the purchaser the i 
right- but not the obligation, t 
to buy or sell a currency at a i 
set future price and date. : 

Selling these options - as l 
the Belgian government did 
- is much more of a gamble, i 
since the seller Is forced to i 
pay out to buyers if the for- 1 
aign ex chang e mar kets move i 
against ft. 1 

Belgium's sale of the 4 
options initially paid off, and £ 
the underwriting proved i 
profitable, but all that t 
changed when, the UK left r 
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Recent currency move- 
ments have apparently 
reduced the liability, 
although the final- amount 
may not be known until 2002 
when ' all the deals have 
- expired. Merrill and the gov- 
ernment have agreed to 
resolve the compensation 
issue this year, however, “ft 
hug been going on. since 1992 
- both sides are sick of ft.” 
the insider claimed. 

The deals caused consider- 
able controversy within Bel- 
gium when they became 
public. The government said 
it did the trades to hedge 
other foreign-den ominated 
debt but people were 
shocked to discover it had 
been dabbling in such a 
high-risk financial area: 

The hole in the public 
finances emerged midway 
through a radical pro- 
gramme of' spending cuts 
designed to reduce the coun- 
try’s huge budget deficit and 
so meet the criteria to enter 
European monetary union. 

The affair has now largely 
blown over in Belgium but 
for Merrill it raises uncom- 
fortable echoes of its brush 
with Orange County. Merrill 
last month agreed to pay 
$400m to settle a $2bn law- 
suit brought by the Califor- 
nian county, which went 
bankrupt in 1994 after run- 
ning up huge losses on deriv- 


the European exchange rate a fives bought from Merrill 


mechanism in 1992. Belgium 
swiftly racked up huge paper 
losses, which at one point 
totalled more than $lbn. 


and others. Merrill is still in 
discussions with the Securi- 
ties and Exchange Commis- 
sion about the affair. 


Supplier to chip 
industry warns 


By Louise Ketoe 
fa San Francisco 


Applied Materials, the 
world's largest supplier of 
semiconductor production 
equipment, warhed late on 
Friday that Asian economic 
turmoil, compounded by 
slowing growth in the. per- 
sonal computer industry, 
would sharply reduce earn- 
ings for the current quarter. 

Excluding a previously 
announced restructuring 
charge, the company said it 
expected to post earnings of 
between 15 cents and 18 
cents a share on sales of 
between $850m -and $885m 
for the third fiscal quarter 
ending July 26. Wall Street 
analysts had been projecting 
earnin g s of around 21 cents 
a share. 

The warning struck an 
ominous note for other 
equipment producers and 
reflected a deepening slump 
in the worldwide semicon- 
ductor industry. Chip mak- 
ers were “delaying orders, 
rescheduling equipment 
deliveries and reducing 
spending”. Applied said. 

It blamed the downturn on 
difficult economic conditions 
In Asia, a surplus of memory 
chips and weaker than 
expected PC sales, together 
with a shift to lower-priced 
PCs that carry smaller profit 
margins. 


Fate of Hubco rests with the 

Talks start today over the impending debt crisis in Pakistan, which 
electricity generator from paying its foreign creditors, says Farhan 

“Talks between IMF staff soon. The sanctions include $400m in the next two years 


“Although these factors 
have been present for some 
time, their near-term effect 
on the semiconductor equip- 
ment industry will be more 
severe than previously antic- 
ipated.” Applied said.' * 

A year ago Applied Materi- 
als h ftd earnings, excluding 
charges, of $145.2m, or 77 
cents a share, on sales of 
$1.05bn. The company said 
new orders for the third and 
fourth quarters would be 
“significantly lower” than in 
the second quarter. 

Worldwide chip sales fell 
nearly 13 per cent in May 
from a year ago to $9.99bn, 
the lowest monthly sales 
since February 1995, accord- 
ing to industry data. Market 
researchers now see a 
decline of about 10 per cent 
for the year, with the pros- 
pects of an upturn in 1999 
fading. 

Already US chipmakers 
including National Semicon- 
ductor, Atmel and Cypress 
Semiconductor have issued 
profit warnings or laid off 
workers. Last week 
Advanced Micro Devices 
repeated lower than expected 
earnings. 

Among equipment makers, 
Lam Research, Novellus and 
KLATencor have forecast a 
disappointing quarter. Last 
month. Lam Research said it 
would cut 20 per cant of its 
staff. 


Hub Power 

Share price anti Mex (retawf) 


I and officials from the G7 
countries, due to begin 
in Washington today, over 
Pakistan's impending debt 
crisis mark the latest in a 
series of events that could 
seal the fate of Pakistan's 
Hub Power Company 
(Hubco;. 

The company, created at a 
cost of about $1.5bn to pro- 
duce 1.292MW of electricity, 
has seen its image as a 
model for infrastructure 
development in the develop- 
ing world increasingly 
tarnished. 

If the country falls to stave 
off a crisis over the repay- 
ment of its US$42fan foreign 
debt and declares a morato- 
rium, Hubco's outlook could 
deteriorate further amid a 
possible block on it repaying 
the foreign portion of Us 
$1.14bn debt, which repre- 
sents the great majority, 
analysts said yesterday. 

The growing anxieties are 
driven by days of specula- 
tion that Pakistan may be 
close to its first foreign debt 
default, which government 


the G7 blocking badly 
needed multilateral assis- 
tance except portions of 
humanitarian aid. 

Hubco, in which Na tional 
Power of the UK has a 26 per 
cent stake, has seen its share 
price fall by more than 80 
per cent since January. This 
marks a significant fall from 
grace for the second largest 
company on the Karachi 
stock market in terms of 
market capitalisation and 
one that was considered a 
star performer. 

The foil in Hubco's share 
price is in part the result of 
prime minister Nawaz Shar- 
if s moves to force the coun- 
try’s private power compa- 
nies to cut their tariffs by 
half in an effort to overcome 
a deepening financial crisis 
faced by the state-owned 
Water and Power Develop- 
ment Authority. 

The World Bank has 
sought “specific informa- 
tion” from Pakistan on its 
recent handling of the coun- 
try's private power projects, 
a move that throws the offi- 


officials say Is inevitable if dal position into further 
western economic sanctions controversy. 


after Islamabad’s nuclear 
tests in May are not softened 


WAPDA, which it is esti- 
mated will require at least 


to cany out a far-reaching 
restructuring, is obliged to 
buy electricity produced by 
Hubco to sell on to consum- 
ers on its transmission sys- 
tem. 

Analysts say WAPDA's 
failure to begin wide-ranging 
reforms immediately is one 
of the reasons behind the 
pressure on Hubco to cut 
tariffs. 

The government has 
already cancelled one pri- 
vate power generation proj- 
ect and served notice on 
eight others for corruption 
and technical flaws in the 
way their contracts were 
signed under the regime of 
Benazir Bhutto, the former 
prime minister. 

I n May the Lahore high 
court issued an Interim 
order ruling that WAPDA 
should pay only Rpi .50 a KW 
hour to Hubco, cutting the 
previously agreed tariff of 
Rp3.i7 by more than half, 
and blocking the company 
from paying foreign debts. 

Last month, the supreme 
court, ruling on an appeal by 
Hubco, allowed the company 
to repay its external debt 
and asked WAPDA lo pay 


t could prevent the 

i Bokhan 

Rp845m (518m) every mouth 
in fuel costs in addition to 
the new tariff 

This month, the supreme 
court referred the case back 
to the Lahore high court to 
settle the t a r iff dispute by 
December. Hubco responded 
by seeking mediation by the 
International Chamber of 
Commerce. 

“The whole point of the 
investment we brought was 
that the equity would get 
return. Recent events, how- 
ever, are not a good adver- 
tisement for P akistan. " said 
Khurshid Hussain, Hubco 
finance director. 

Zahid Chowdhuiy, senior 
analyst at Karachi's Khadim 
All Shah Bukhari brokerage 
house, who has just changed 
his advice on Hubco from 
buy to qualified buy, said: 
“In the case of a morato- 
rium, the company will no 
longer be able to repatriate 
funds on the official rate. 
They will have to purchase 
funds on the open marke t to 
pay their foreign lenders." 

Some critics also say the 
controversy surrounding 
Hnbco would not have done 
so much damage to its out- 
look if the government had 
pressed to renegotiate the 



SDCrSAstWiCI' 

contracts behind the scenes 
rather than in public. 

One of the worst examples 
of official insensitivity was 
the twtKiay detention of a 
former Hubco director by 
the government’s notorious 
ehtesob (accountability) cell, 
charged with probing cases 
of corruption. 

The director was released 
without being charged - but 
only after the incident was 
reported in national newspa- 
pers and many business fig- 
ures condemned the action. 
The cell has been criticised 
for using strong-arm meth- 
ods to seek lower electricity 
tariffs. 

Mr Hussain agrees. “There 
were legitimate concerns 
that the government had, 
but there were other ways to 
deal with it like [cutting] the 
fiscal deficit in WAPDA". 
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Nordic media Investors 

welcome 

COntlllUC to Portuguese 

consolidate “I s 


&eg Mdvor in Stockholm 

The consolidation of the 
Nordic media industry has 
accelerated with the agree- 
ment by Schibsted. the 
quoted Norwegian group, to 
buy a 62 per cent stake in 
Svenska Dagbladet, Swe- 
den’s second biggest broad- 
sheet newspaper. 

Friday’s deal follows a 
long search by Investor, the 
investment vehicle of Swe- 
den's Wallenberg business 
empire, for a buyer for its 13 
per cent stake in the news- 
paper, which it regarded as 
non-core. Wallenberg-owned 
companies control about 60 
per cent of Svenska Dagblad- 
et’s stock. 

Birger Magnus, Schibsted 
executive vice-president, 
said the acquisition was “an 
important step towards real- 
ising Schibsted ’s long-range 
ambition to become Scandin- 
avia's leading tnerUa group”. 

Schibsted intends to divest 
part of its stake to Sanoma 
Corporation, Finland's lead- 
ing media group, and to 
smaller Swedish regional 
newspaper groups. 

Jaakko Rauramo. Sannma 
chief executive, said his com- 
pany had the opportunity to 
buy a 10-20 per cent stake. 

Sanoma recently 
announced plans to become 
more aggressive across Scan- 
dinavia after unveiling a 
three-way merger with Hel- 
sinki Media and WSOY, one 


of the largest publishing 
bouses in Finland. 

Investor had been in 
advanced talks to sell Its 
holding to Marieberg, the 
listed Swedish subsidiary of 
Bonnies, the biggest Nordic 
media group. However, the 
sale was dropped after the 
Swedish government com- 
plained it would constitute 
unacceptable concentration 
of domestic rnprifo power. 

Marieberg owns Dagens 
Nyheter, Svenska Dagblad- 
et's national rival, as well as 
Expressen, the country's sec- 
ond largest-selling daily. 

For Schibsted. the pur- 
chase is its first big foray 
into Sweden since its acqui- 
sition of the tabloid Afton- 
bladet. the top-selling daily, 
in 1996. Schibsted also owns 
Verdens Gang, Norway’s big- 
gest mass-circulation tab- 
loid. 

The SKr20m ($2.5m) pur- 
chase price, valuing Svenska 
Dagbladet at just SKr30m. 
reflects a long period of 
financial difficulties at the 
Stockholm-based publica- 
tion. 

Circulation has fallen 
sharply during the 1990s and 
is currently below 200,000. A 
series of restructuring 
efforts, including the cutting 
of editorial jobs, has strug- 
gled to revive its fortunes. 

The paper's executives 
have nevertheless pledged 
Svenska Dagbladet will 
return to profit next year. 


Gulf smelters 
secure bank loans 


By Robm ABen in Dubai 

Two Gulf smelters, Dubai 
Aluminium (Dubai) and 
Al uminium Bahrain (Alba), 
have taken advantage of the 
fall-off in loan prospects in 
Asian, markets to get 
unusually fine rates from 
Gulf and international banks 
to finance expansion 
schemes. Gulf- bankers say. 

Dubai has secured S42Qm 
in project finance and 
revolving credit facilities for 
part of its $725m “Condor" 
scheme, which will expand 
its smelter capacity by 35 per 
cent to an annual 525,000 
tonnes over the next three 
years. 

Under an agreement 
signed yesterday, Barclays 
Bank, of the UK, is to lend 
Dubai *150m, repayable by 
December 31 2002, at only 


25 basis points above 
Libor. 

Sameer Al-Ansari. Dubai 
chief financial officer, said: 
“Within the next couple of 
weeks, between six and 
seven local and international 
banks are coming in with 
another $i20m on the same 
terms as Barclays.” 

Barclays is also providing 
a $4Gtn revolving credit facil- 
ity, out of a total $l50m 
being offered by the same 
group of banks at only 20 
basis points over Labor. 

ALBA, whose annual out- j 
put is 500,000 tonnes, has 
secured non-recourse fund- 
ing rates of 50 basis points 
above Libor for an eight-year 
loan, with 20 local and inter- 
national banks tO finance a 
petroleum coke calcination 
project and a 424100 cum a 
day desalination plant 


By Peter Wise is Lisboa 

Portugal's two latest global 
offerings have met with 
strong demand, showing 
that the appetite of the coun- 
try's small investors for 
equity remains voracious. 
The retail tranches of offer- 
ings of Atlantico, a bank, 
and Siva, a car dealer, were 
both subscribed many times 
over. 

The retail sale of an initial 
public offering of 25 per cent 
of Siva, which imports and 
sells Volkswagen cars, was 
172 times subscribed, with 
investors placing orders for 
429m shares, bankers said. 
Only 2J>m are available In 
the retail tranche. A further 
5m shares are being offered 
to institutions. 

The Siva offer Is to be 
priced today within a range 
of ES2J200 to ES2.600 a share. 
Global co-ordinators are 
Banco Chemical Finance of 
Portugal and Salomon Smith 
Barney. 

Orders for a total of 744.4m 
shares in AtlAntico, one of 
Portugal's biggest retail 
banks, had been made by the 
end of the pre-registration 
period on Friday, subscrib- 
ing for the 17.7m shares on 
offer more than 42 times, 
bankers said yesterday. 

Banco Comercial Portu- 
gufc is offering a total of 
32.2m shares in Atlantico, 
another leading retail hank, 
representing 29.4 per cent of 
the bank’s capital. 

This includes an offer of 
14.5m shares to Portuguese 
and international institu- 
tions. 

The offer is to be priced on 
July 20 wi thin a range of 
ES4.000 to E&4.600 a shar e. 

This values the offering at 
Bsl41.6bn ($761 m) to 
Esl62£hn. 

The global co-ordinators. 
Banco Cisf, BCP’s invest- 
ment bank, Salomon Smith 
Barney and Warburg Dillon 
Read, have an option to 
increase the offering to 
35.4m shares, 3SL2 per cent of 
AtMntico's capital, to cover 
overallotments in the insti- 
tutional tranche. 

BCP, which acquired con- 
trol of Atl&ntico three years 
ago and now -owns more 
than 96 per cent, plans to 
keep its stake in the hank 
above 60 per cent 
The figures for both sales 
show that retail demand for 
shares continues unabated 
after one in 10 of Portuguese 
adults applied for shares last 
month in the country's 
biggest global offering, the 
sale of an 18 per cent 
stake in Electricidade de 
Portugal, the national power 
utility. 


INTERNATIONAL BONDS L A C K OF CREDITWORTHINESS IS THE LATEST OBSTACLE TO A REGIONAL MARKET 

Cruel irony thwarts Asian ambition 


By (mites Lucas to Kong Kong 

Asia’s bid to develop a 
regional bond market has 
been thwarted by many 
issues: lack of government 
debt, a cultural aversion to 
borrowing, the rigours of 
transparency imposed by 
investors, thin liquidity and 
I minimal infrastructure. 

The latest deterrent - 
I credit-worthiness - has been 
brought about by the Asian 
financial crisis, a neat irony 
not lost on bankets or gov- 
ernments eager to promote a 
regional bond market 

“It is one of the ironies of 
history that our failure to 
establish a strong and robust 
Asian bond market is among 
the reasons we are facing 
the Asian financial crisis 
today,” says Donald Tsang, 
Hong Kong's finan cial secre- 
tary, speaking at a confer- 
ence last week. 

Without recourse to local 
currency bonds - and, more 
pertinently, wooed by the 
attractive returns offered by 
borrowing US dollars and 
lending it in the local cur- 
rency - Asian companies, it 
is argued, accrued US dollar 
debt, especially short-term, 
and invested in illiquid 
assets such as real estate. 

Despite Hong Kang’s best 
efforts, the development of a 
local currency regional bond 
market looks unlikely in the 
short term. The more likely 
funding route will be that 
laid down by Korea earlier 
this year US dollar-denomi- 
nated bonds Issued by sover- 
eigns. 

“In the near term this 


year, the US dollar is going 
to continue to be the pri- 
mary source of capital, 
which is somewhat ironic,” 
says Carlos Cordeiro, a man- 
aging director at Goldman 
Sachs Asia. 

“But that's where the 
liquidity is today in the 
world, and where most gov- 
ernments will turn to for 
credit." 

Clearly, they will pay 
handsomely for the privi- 
lege. When South Korea 
came to the market in April, 
its US$4bn bond was priced 
at 355 basis points over US 
treasuries; today the spread 
has widened to about 450 
basis points. 

This has deterred other 
would-be borrowers who had 
planned to make their 
entrance on the interna- 
tional markets earlier this 
yean Thailand, China, Mal- 
aysia and a further tranche 
from South Korea. 

“Everyone's waiting for 
the other one to blink. It's 
the whole face-saving exer- 
cise . . . When the market 
was first talking to Thailand 
seriously, the price was 275 
basis points over US trea- 
suries. today it’s over 400. 
They are gun-shy." says 
Glenn Kim. senior vice-presi- 
dent (debt capital markets) 
at L ehman Brothers in Hong 
Kong. 

In some cases, mandates 
have already been awarded 
to banks. China has 
appointed Credit Suisse First 
Boston and Goldman Sachs 
to lead-manage its issue - 
but delays are almost uni- 
form. Korea Asset Manage- 
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ment Carp said last week it 
would postpone its mooted 
issue, and Thailand has 
repeatedly cut back and 
deferred its offering. 

“There was a lot of appe- 
tite, but investors that did 
participate in that are cur- 
rently significantly under 
water,” says Elizabeth Chan- 
dler. a managing director 
with Morgan Stanley Dean 
Witter. "So. as is usually the 
case, investors who have 
been burned are very cau- 
tious about coming back to 
market.” 

When they do return, it 
will be strictly on their own 
terms. These will include 
stringent disclosure, an 
emphasis an quality - hence 
the role of sovereigns at the 
forefront of the return to 
market - and, by raising 


funds in US dollars, elimina- 
tion of the currency risk. 

Investors can afford to be 
fastidious. While the fascina- 
tion with Asian paper early 
last year owed a lot to 
demand for high yields, that 
market today exists on safer 
ground - the US. 

So for potential would-be 
Asian borrowers, the outlook 
is far from bright. Typically, 
the pall cast by the Asian 
crisis - whose victims 
included Peregrine, the pan- 
Asian investment bank 
whose fixed-income activi- 
ties in the high-yield market 
of Indonesia resulted in its 
demise when currencies 
turned - has fallen across 
the entire region. 

Little has happened to dis- 
sipate the angst. Just as 
some economists are 


starting to highlight positive 
signs in Korea or Thailand, 
nerves have been rattled by 
Russia and the viability of 
emerging market paper 
remains weak. 

This means then- is little 
discrimination afforded to 
Hong Kong, where the bank- 
ing system is regarded as 

sound, economic fundamen- 
tals are less ravaged and rat- 
ings remain predominantly 
of investment grade. 

It is another reason why 
Hong Kong would like to see 
a regional bond market, 
attracting investors more 
capable of distinguishing 
between good credits und 
weak ones. 

The territory is taking that 
end-game a step closer, via 
its own sound regulatory 
structure and initiatives to 
improve both infrastructure- 
(setting up its own version 
of Euroclcar. Asiacteari and 
establishing benchmarks 
through the issuance of gov- 
ernment debt 

Latterly, it has also set up 
a body to securitise mort- 
gage debt - described by Mr 
Cordeiro as "buving a Fan- 
nie Mae in your own back- 
yard" - and will broaden 
investor demand when its 
mandatory provident fund is 
operational in 2000. 

Useful as that market 
would prove Tor borrowers 
today, it will not happen 
swiftly. “Markets do not jusi 
evolve overnight: they need 
considerable resources of 
capital and people and right 
now most everyone is just 
fighting fires," says Mr Cor- 
deiro. 


Blockbuster has rivals reaching for pause button 

Independent US video stores feel threatened by Viacom unit’s revenue-sharing deal, writes Christopher Parkes 


T he fast-forward recovery 
of Blockbuster, the Via- 
com subsidiary, will be 
the death of its smaller 
rivals in the US video rental 
trade, activists claimed at a 
Las Vegas convention last 
week. 

Although the industry is 
enjoying its best year for a 
decade, with revenues 
already up almost 6 per cent 
after a 4 per cent decline to 
about $7.5bn last year, ten- 
sion is high between Block- 
buster, the film studios 
and. the owners of the 
nation’s 25,000 independent 
shops. 

The cause of the friction is 
a revenue-sharing arrange- 
ment developed late last 
year by John Antioco, Block- 
buster's new chief executive, 
and the film studios. The 
deal has helped increase the 
4,000-outlet chain's revenue 
by 20 per cent this year. 


Revenue-sharing, adopted 
by most of the big studios, 
and offered to all rental 
stores, has replaced the old 
system, in which a retailer 
would pay $70 for each video 
and keep all the rental 
income. Prices have been 
reduced to about $10, and 
studios take a slice of the 
revenues. 

The increased availability 
of popular films Is believed 
to have tempted back many 
rental customers who had 
been frustrated by routine 
shortages, and to have had 
an immediate impact on 
Blockbuster's fortunes. 

However, independents, 
out in force at the Video 
Software Dealers Association 
annual conference, allege 
that “sweetheart” deals with 
the studios have given 
the national chain an unfair 
advantage, and they are 
passing round the hat for 


funds to launch an anti-trust 
lawsuit 

Mr Antioco was emphatic: 
“We have no - none, zero, 
nil. nada - exclusive deals," 
he told the convention. He 
was also contradictory and 
conciliatory; playing down 
aggressive statements about 
Blockbuster's ambitions by 
Sumner Redstone, Viacom 
chairman, then swearing 
it was in his interests to 
keep the whole industry 
strong. 

“There is simply no future 
in being part of an ailing 
industry," he told a polite 
audience, on its best behav- 
iour after warnings against 
rowdiness from the associa- 
tion's leaders. 

However. while Mr 
Antioco's speech appeared to 
soothe tempers, the sour 
mood persisted as delegates 
were reminded of the 
greatest challenges to their 


prosperity - from pay-per- 
view cable and satellite 
television channels, 
supermarkets and national 
retailers such as Wal-Mart 
which sell cut-price videos, 
and the looming threat firom 
film distribution via the 
internet 

C onflict is common in 
the video business, one 
of the few US mass-mar- 
ket retailing sectors that still 
has a strong contingent of 
independents in a caucus 
traditionally resistant to 
change. 

Twelve months ago, for 
example, the national launch 
of the digital video-disc 
(DVD) - with its crisp pic- 
tures and hi-fi sound - was 
widely seen by convention 
delegates as another threat 
to analogue tape. However, 
by last week DVD had 
become an exciting new rev- 


enue-generator for the rental 
specialists. 

Awareness among US con- 
sumers has doubled to 37 per 
cent in the past year. Sales 
of players to the end of last 
month have exceeded 
600,000, providing a big 
enough market in some 
areas to encourage Block- 
buster and Hollywood Enter- 
tainment, the chains that 
control 34 per cent of the 
video rental market to intro- 
duce discs for rent before 
Christmas. 

That, backers say, will 
attract the independent 
operators; further improve 
consumer awareness and 
player sales; and complete a 
virtuous circle similar to 
that in the 1980s, which 
made the video cassette 
recorder an everyday 
household appliance and 
spawned a rental store on 
every street comer. 


EMERGING MARKETS BUYERS ARE BECOMING MORE SELECTIVE 

Investors in Russian 
equities look to funds H 


By John Tborahffl in Moscow 

This time last year, 
Moscow's hotels were burst- 
ing with western fund man- 
agers besotted by the pros- 
pect of buying into the 
world’s last great emerging 
market The optimists were 
then loudly proclaiming that 
Russia would be one of the 
greatest investment opportu- 
nities of the 2lst century. 

There was much to entice 
investors: the stock market 
was roaring ahead to record 
a 104 per cent increase over 
the course of 1997; foreign 
capital was pouring into the 
country as banks, compa- 
nies. and regional govern- 
ments raised foreign loans: 
and the economy was finally 
beginning to grow. 

T his year, the mood has 
changed completely. The 
Asian crisis has frightened 

investors from all emerging 
markets, ending the flows of 
easy money. The slide in oil 
prices has contributed to an 
acute government funding 
crisis, which can probably 
only be salvaged by addi- 
tional support from the 
International Monetary 
Fund. Russia’s stock market 
has fallen by two-thirds this 
year, more than erasing 
1997*5 gains. 

As Moscow’s battered 
stockbrokers face up to this 
financial carnage, they are 
beginning to wonder if this 
is just a one-off correction or 
if it represents a fundamen- 
tal reassessment of Russia s 
risk-reward equation. 

John Paul Smith, Russian 
equity analyst at Morgan 
Stanley Dean Witter, «B“®d 
for moat of last ? ear t ^ 
Russian shares were wildly 
overvalued in view of the 
structural defects In the 
economy. But following the 
sell-off. he says the market is 

now looking very cheap- 


Russian equities 

RTS Intel 
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Mr Smith says the new 
government, under prime 
minis ter Sergei Eriysnko, 
has finally recognised the 
importance of microeco- 
nomic reforms; tackling the 
non-payments crisis In 
industry, overhauling tax 
administration, and imple- 
menting a more effective 
bankruptcy regime. 

“I am beginning to think 
tha t the upside on a short to 
medium-term view is begin- 
ning to outweigh the down- 
side. I am becoming a lot 
more comfortable with what 
the government is trying to 
do on structural reforms.” he 
says. “At these price levels, 
investors should be prepared 
to give the government the 
benefit of the doubt" 

The IMF now looks set to 
approve the government’s 
anti-crisis programme, clear- 
ing the way for Russia to 
raise sizeable new loans, 
which would buy more time 
for reform. The IMF, World 
panfc G7 countries and com- 
mercial banks could cobble 
together a financial support 
package of Saubn, staving off 
the threat, at least temporar- 
ily, of a rouble devaluation. 

But even if Russia's finan- 
cial markets do bounce after 
such a deal. Par Mellstrom. 


equity analyst at Brunswick 
Warburg, the Moscow-based 
stockbroker, says investors 
will be far more discriminat- 
ing when considering which 
stocks to buy. 

“You will have to he 
extremely, extremely selec- 
tive in deciding where to 
invest," he says. “Investors 
will be a lot more demand- 
ing about issues such as cor- 
porate governance. The idea 
that the market has a short 
memory and that companies 
can get away with treating 
shareholders badly will 
prove to be false." 

Same Investors argue that 
as many as SO per cent of the 
former state companies that 
were privatised in 1993-95 
may not survive long-term 
In the market economy. That 
helps explain an increasing 
shift towards direct equity 
funds, which try to capture 
the growth potential of new, 

private companies operating 
primarily in the underdevel- 
oped service sector. 

But it seems many inves- 
tors have been so badly 
burned this year that they 
are unlikely to touch Russia 
far a good while. 

Concerns about the coun- 
try are still alarmingly high. 
Russia is still largely depen- 
dent on an ailing and 
increasingly erratic presi- 
dent And, for western inves- 
tors at least the two most i 
likely presidential succes- 
sors in the 2000 elections 
hardly warm the heart 

Add with the possibility of 
farther financial tunnoQ in 
Asia, a correction on Wall 
Street and a continuing low 
oil price, Russia has slipped 
even further down most 
investors’ priority lists. 

“The worst-case scenario 
for Russia is so scary that 
yon would not want to 
invest in anything at all,” 
says Mr Mellstrom. 
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By Rlcbanl Tamtdns 


Second-quarter earnings 
would normally have been 
the focus of equity investors 
on Wall Street this week, but 
trading is likely to be 
dominated today by the 
outcome of the Japanese 
elections. 

Last week, US bond 
market analysts bad 
predicted that if Japan's 
ruling party suffered a big 
setback, the political 
uncertainty would result in 
a flight to quality into US 
dollars, sending bond prices 
sharply upwards. 

The outlook for equities is 
less promising, since any 
deepening of Asia's 
economic crisis will be 
damaging for world trade, 
and a stronger dollar will 
depress US corporate profits 
time when confidence has 
already been shaken by a 
stream of profit warnings. 

As the reporting season 
gets folly under way, 

Investors will get a sense of 
how far profits have been 
squeezed by Asia's economic 
crisis, the strong dollar, the 
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strike at General Motors, 
and inventory build-ups in 
the first quarter. 

But what Is bad for 
equities could be good for 
Treasuries. The 30-year long 
bond is close to record highs 
against the background of a 
slowing economic tempo and 
diminishing worries about 
inflation. 


Last week’s Bank of England 
monetary policy meeting 
may have passed without a 
rate rise, but the market's 
attention will quickly turn 
to the next one. 

One clue may be provided 
by the minutes of the June 
meeting, which will be 
released on Wednesday and 
should show the balance of 
power between the hawks 
and the doves. 

In addition, there will be 
the normal mid-month batch 
of economic data, i n clu d i n g 
the retail prices on Tuesday. 
Analysts are looking for the 
underlying rate to edge 
down to 3 per cent from 
May's 3.2 per cent, although 
that will still be well above 
the government's target 

The most-watched data of 
the week seem likely to be 
average earnings, one of the 
key factors behind June's 
rate rise. The consensus 
forecast is that tbe annual 
rate of growth will be 
unchanged at 5.2 per cent, 
more than tbe Bank deems 
compatible with a 2.5 per 
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cent inflation rate. 

Internationally, tbe 
markets will react to the 
outcome of the weekend 
Upper House elections in 
Japan and to the US trade 
numbers on Friday, which 
are expected to show a 
further widening in the 
deficit, thanifg to the Asian 
crisis and the strong dollar. 


Having just scraped above 
6,000 points last week, 
Germany’s Dax blue chip 
hiring manag ed to hold this 

level an Friday after a slight 
retreat The market’s 
prospects remain bright as a 
result of the widening 
economic upswing, low 
interest rates, subdued 
inflation *mri the buoyant 
company profit outlook, but 
there are soma dispiriting 
clouds on tho horizon. 

Uncertainty over Asia 
remains, especially with 
investors undear as to . 
whether Japan can finally 
bring its manifold economic 
and financial problems 
under controL The German 
market benefited last week 
from signs that Japan was 
ready to act, bat Tokyo has 
often disappointed before. 

It took a knock an Friday 
when SAP, the business 
software group, said it bad 
been hit by the Asian crisis 
but overall sales and profits 
still showed marked growth 
and the shares pulled back 
from the day's low. 
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Also causing concern are 
confusion in Russia over its 
^annai and the political 
durability of president Boris 
Yeltsin. 

After its surge so far this 
year, therefore, many 
analysts expect the Dax to - 
mark time for a while before 
gathering the energy for a 
renewed rise. 


Tokyo's stock market is 
likely to be heavily . : 
influenced by political 
developments this week, 
following the parliamentary, 
elections over the weekend. 

. A poor showing for the 
LDP could nman the / 
resignation of Ryutaro 
Hashhsoto as prime 
minister. The resulting 
shake-up would unsettle the 
market, which has surged 
above 16,000 In recent weeks. 

Last week, the Nikkei 225 
inripy fell 400 points to 
16,090.06. Although investors 
had been optimistic about 
government proposals for 
tax cuts and reform of the 
tax system, the market was 
disappointed as politicians 
failed to present a concrete 

plan. This pessimism is 
likely to continue in the 
reshuffling after the election. 

Visits from foreign 
bankers are likely to focus 
attention an the financial 
sector. The Bank of 
International Settlements 
holds its annual central ■ 
governors meeting in Tokyo 


' 107/1998' 

» Hoc* 800- 


-0= 5 years 15 ‘ 20: 
.Sonci MQnft’ hMmI 


IfiMai 225 Average 

toot? - V. 
las -i-, __ vs. 


3 6 7 8 9 . 10 

• - JUM896 


on Monday. Alan Greenspan, 
US Federal Reserve 
chairman, wfll meet with 
Masam Hayami, Bank of 
Japan governor, the same 
day. The East Asian pacific 
Central Banks executive 
meeting, which starts on 
Tuesday, will include central 
banks of Hong Kong. 
Indonesia, and South Korea. 
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To Advertise 
Vour 


anglogoid 


Legal 




Shares in Coca-Cola 
Beverages, the new Coke 
anchor bottler for central 
and eastern Europe, make 
their debut an the London 
Stock Exchange today, with 
trading In Sydney tomorrow. 

There are plenty of eco- 
nomic uncertainties In the 
region covered by the new 
company, and it Is unlikely 
to pay a. dividend for the 
foreseeable future as it 
invests in distribution 

farilitiftB- 

Also, its success is heavily 
dependent on its relation- 
, ship’ with the Coca-Cola 
Company, the Coke net- 
work's parent in Atlanta, 
which will own 50.1 per cent 
of the shares. 

Shares will start trading at 
IGOp, the upper end of the 
I25p-I60p range predicted by 
analysts, with institutions 
scrabbling far tbe 20 pm- cent 
of shares on offer as it wfll 
be an essential boy for track- 
ers. 
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A fizzing first day's trading is expected for Coca-Cola Beverages 


ANGLOGOLD LIMITED 

■tnewpoond In iht Rcputtc <4 Sou* Africa) 
Ife^uram onto U/I/IM/M) 

("Anglogoid") 


Notices 


TUESDAY 


EASTVAAL GOLD 
HOLDINGS LIMITED 

(hcnporaM In Ok feputtoc </ Snub «nc*} 
nfc*ur»on nwr4w 91/0440*634] 

("Eastvaal") 


Acquisition of Eastvaal by Anglogold by way of a |j| 
Scheme of Arrangement in terms of Section 311 
of the Companies Act ("the Scheme") 


Please contact 


Melanie Miles 


The Scheme of Arrangement in terms of which: 

- existing shareholders of Eastvaal will receive new Anglogold shares; and 

- Eastvaal will become a wholly-owned subsidiary of Anglogold, 


was sanctioned by the High Court of South Africa (Wrtwatersrand Local Division) on 
23 |une 1998. All necessary documents were registered by the Registrar of Companies 
on 10 July 1998 ("the Record Date"). 


Accordingly, all conditions precedent have been fulfilled and the Scheme becomes 
operative with effect from today, 13 July 1998. The listing of Eastvaal on the 
Johannesburg Stock Exchange was terminated at the dose of trading on 10 July. The 
existing share certificates of Eastvaal ceased to be of arty value after 10 July 1998, 
other than for the entitlement upon their surrender, to receive the abovemen tioned 
Scheme consideration. 


Existing members of Eastvaal will receive 2,30 new Anglogold ordinary shares for 
every 100 shares held on the Record Date and/or a pro rata number of Anglogold 
ordinary shares. Fractions of new Anglogold shares will not be allotted. In lieu thereof. 
Eastvaal members will receive the cash equivalent representing the value of such 
fraction based on a price of R7 95,00 per share. 


The Anglogold share certificates and fractional payments, if any, due to members of 
Eastvaal who surrendered their certificates prior to the Record Date will be posted on 
17 July 1998. 


Tel: -44 0171 S73 3349 


• General Motors tbe US 
carmaker, is expected to 
report second-quarter earn- 
ings per share sharply lower 
than a year ago, while rival 
Chrysler is seen rising by 
101.4 per cent Meanwhile, 
analysts forecast that Ford, 
the other of the Big Three 
automotive groups, will fall 
by 9.3 per cent 
According to the IBES con- 
sensus of analysts' forecasts, 
GM wfll report earnings of 51 
cents per share, down 74 par 
cent on the previous 51-99. 
Chrysler is expected to 
report today (Monday) dou- 
bled earnings per share of 
$1.41. Ford is expected to 
report on Wednesday earn- 


ings of $L80, down 945 per 
cent. Analysts reviewed 
their predictions for GM at 
the end of June after the 
company wanted that the 
strike at its two Michigan 
assembly plants will cut 
earnings by $1.79 a share in 
the second quarter. 

The announcement sur- 
prised analysts, whose end- 
June forecasts, including the 
impact of four weeks of 
strike, originally called for 
earnings of $L55> down 21.9 
per cent from a year earlier. 

For the riast of 1998, tbe 
three US manufacturers 
would continue to benefit 
from a favourable consump- 
tion environment, analysts 
said. 


• Intel is unlikely to 
impress when it reports sec- 
ond-quarter results, as the 
company succumbs to 
weaker industry trends, a 
continued slowdown in 


demand from computer man- 
ufacturers and subdued eco- 
nomic conditions in Asia. 

The company is expected 
to report second-quarter 
earnings of 68 cents fully 
diluted, compared with 92 
cents a year earlier, accord- 
ing to the ibbs co nsensus of 
37 analysts' forecasts in the 
62-76 cents range. 

However. Intel was upbeat 
on tbe prospects for declin- 
ing Inventories in tbe recent 
quarter, predicting also sea- 
sonal strength in the second 
half; especially in Europe 
and the US. 

Analysts referred to a 
recent survey from the Semi- 
conductor Industry Associa- 
tion which confirmed the 
pace of semiconductor sales 
continued to slow in May. 

The SIA found that global 
sales fell to $939bn (£6.13bn) 
in May against $11.46bn a 
year earlier and from S10.4bn 
in April, adding to recent 


evidence that 1998 will end 
with a year-on-year contrac- 
tion in sales. AFX New 
York. 
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THURSDAY 


• SBC Communications is 

expected to report second- 
quarter earnings per share 
of 50 cents (45 cents), while 
earnings for Ameritech - for 
which SBC has made a $60bn 
bid - are put at 62 cents (56 
cents). They added that 
SBCs offer will remain the 
focus for followers of the 
regional bell operating com- 
panies over the forthcoming 
second quarter. 

Ameritech’s revenue is 
forecast to have improved by 
about 7 per cent to $4^bn; 
SBC's revenue is seen grow- 
ing by a similar extent, to 
$6.5bn, according to ana- 
lysts' estimates. AFX. New 
York. 
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Members of Eastvaal who have not already lodged their share certificates must do so 
under cover of a surrender form In order to receive their Anglogold share certificates 
and cheques for fractional payments, if any. 

A further surrender form will be posted, together with a copy of this announcement, 
to all members entitled hereto. 


Johannesburg 
13 July 1998 


Independent Financial Adviser to Anglogoid Legal advisers 
Warburg Dillon Read Webber Wentzel Bowens 

Maponya Inc 


5100,000,000 
Floating rate notes 1998 


Independent financial Adviser to Eastvaal Joint Sponsoring Broken in South Africa 
Rrstcorp Merchant Bank Limited Warburg Dfflon Read 

Smith Borkum Hare 


Sponsoring Broker in the United Kingdom 
Warburg Dillon Read 


Notice is hereby given that 
far fa interest period hem 
9 July im to 9 October 1998 
the notes will carry an interest 
mteof8.l75%perannam. 
bumst payable on 9 October 
I99S will amount to S2V6J05 
per *10,000 note andS2.06Q.5S 
per SMO.OOO note. 
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reporting changes 


Recent High" profile corporate governance 
scandals have resulted rn a number of external 
and internal reporting changes. 

If like many busy executives you haven't had 
time to fully appraise yourself on how changes 
affect you, then these two timely and succinct 
briefings from Financial Times Management are 
precisely what you need. 

Internal Audit gives you the information you 
rieed to review your organisational operations, 
promote good corporate governance and ensure 
effective and efficient controls are in place. 

Review of External Financial Reporting 
■ Changes illustrates how the new accounting 
standards produced by the ASB affect existing • 
practice. 


Review of External financial Reporting Ounces indudes; 

• The financial reporting environment 

• Financial Reporting Review ftmel 

• The ASB and new accounting standards 

• Recent discussion papers and exposure drafts 

• The Urgent Issues Task Force* Corporate Governance • Latest developments 
Internal Audit includes: 

• Regulatory environment and internal control • Corporate governance 

• Risk and control strategy • Purpose and set-up of internal audit 

• Internal audit options • Managing the service. • Performance measurement 

• Delivering the service - tools; techniques, methods • Future expectations 




► FAX your order to: 01704 506685 

► CALL our order hotline on: 01704 508080 

► E-MAIL: pitmarLsbuodistribution.pearson-pro.com 


► COMPLETE AND POST 
THIS FORM TO: 

Financial Times Management FREEPOST, LON 8663, 
Southport, Merseyside PR9 9BR. 

"Money back urtrttn 28 djyi If not loot urtsAed. 


| G Mease rend me ■‘Review erf External financial Reporting Changes’ ii ‘Internal ( HOW DO YOU WANT TO PAY? 


| Audi tor Jus £109 Imy money hack wnhln 28 day* if not 100% hippyl, along with 
j priority deulis of other fifties in the financial Tone* Management Briefings senes.. 

I . McfMn/MbrfMc — laitialsl .Surwre: ' ' 

1 Position:.— • ■ • - ■ : 

| Company:-—: — 1 i __ :. 

| Address: ■ - - -■ 

_ • . •• • • - - ■ 

I Tel. Np._. : — i fax-Nn- i- :j — • _ ; ' ' 


HOW DO YOU WANT TO PAY? f 

Cheque for £149 (payable lo Financial Tones Management) including PSP I 
Please invoice me/my organisation MamcardMsa/Ainex (please give details) . | 

□□□□□□□□□□□□□□□□ l 
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THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 
Booker ADR SI-3074 
Energy Technique Ip 
HJUsdown ADR $0398 

Kingfisher ADR SQ.8887 

Land .Securities 2&4p 

Leeds 2.4p 

Murray VCT (2) 236p 

National Power 7fc% Nts 

2001 $71.25 

Prowtii^ Z-5p 

Sanderson 2.7p 

Severn Trent 1l\4% Bds 1999 

£575 ■ . 

Smart (J) 2-7p 
Victoria 3.5p 

Waiter, Crips, Weddle. Beck 

3p 

WPP 1.43p 

■ TOMORROW 

British Gas Inti Finance 614% 
Bds 2003 SB230 
Fluor $0.20 
Greycoat 1.5p 
Hay (N) ip 

Hay & Robertson 5% Prf 
1.75p 

Kobe 6%% Bds 2003 $318.75 
People's Construction Bank of 
China FRN 1998 $31031 
Do FRN 2000 $31534 
Sanwa Australia Finance FRN 
2005 $3048.09 
Shaiibane 3p 
Tate & Lyle 53p 
Do ADR $03524 
Treasury 13% 2000 £630 

■ WEDNESDAY JULY 15 
Aberdeen Convertible Income 
Tst i.6p 

Albion 0.8p 

American Medcal Inti 9%% 


UK COMPANIES 

■ TODAY 

COMPANY MEETINGS: 

Ensor HoMngs, EHard Hse, 
Roundthom industrial Estate. 
DaWmore Rd, Manchester, 

12.00 

BOARD MEETINGS: 

»re — ■_ 

rmats. 

Ashteed 

Druck 

EHs & Everard 

Interims: 

Ofim Convertible Tst 

■ TOMORROW 
COMPANY MEETINGS: 

Airflow Streamlines, 
Northampton Moat Hse, Saver 
St, North am pton. 12.00 
German Sm alle r Companies 
fcnv, HD1 Samuel Asset . 
Management 10 Fleet Place, 
Limebumer Lane, EG4, 1230 
Great Portland Fatales, La 
Meriden. 21. PtccadQy, Wi, 
1130 

Locker (Thomas), Locker 


Unsc Ln 2011 £4.9375 
Anglo American Cod RIO 
Barclays Bank Index Certs 
1998 £131 

Do 12% Unsc Cap Ln 2010 
£6 

BCE $034 

Churchbury Estates 43% Cm 

Prf 2.1p 

City Mortgage Rec 2 FRN Oct 
2023 £44.16 

City Mortgage Rec 3 FRN Oct 

2023 £3937 

Do Class B FRN Oct 2023 
£72.43 

Do Flee 4 Class B FRN Aug 
2026 £72^3 

Do Rec 5 Class A Defd FRN 

Sept 2032 £21.62 

Do Class B FRN Sept 2032 
£82.71 

Do Rec 6 Class A FRN Mar 
2029 £47.47 

Do Class B FRN Mar 2029 
£72.43 

Dares Estates 1014% 1st Mtg 
Deb 2012 £5.125 
Edinburgh tnv 3TS% Dab 1996 
£1.875 

Electricity Supply Board S%% 
2013 IS4.125 
Energy Capital Inv 6p 
Franklin Res $0.05 
Govett Strategic tnv 10%% 
Deb 2016 £5.1875 
Granada FFtN 1998 £2066.59 
Greece 5% Natl Ln 1907 5p 
Do 5% Natl Ln 1907 Bds of 
1965 B2.5p 

Guangdong Devtpt Fd $0.05 
HeBcal Bar 5%% Cv Rd Prf 
2.625p 

Ireland 7 fc% Cap 1999 £3.75 
Ireland 9% Govn Bd 2001 


Access Solutions Conference 
Room, Church St, Warrington. 
1030 

BOARD MEETINGS: 

Rnate 

Goode Durant 
Trifast 

Zetiors Group 
Interims: 

Lorien 

■ WEDNESDAY JULY 15 
COMPANY MEETINGS: 
Aberdeen European 
Investment, One Bow 
Churchyard. Cheapslde, EC4, 
1230 

Acal, Pinners Hafi, 105-108. Old 
Broad St, EC2, 11.00 
British Telecommunications, 
York Barbican Centre. Barbican 
Rd, York, 1030 
Expro International, Butchers' 
Hall, Bartholomew Close, EC1, 
1030 

Ptysu, Robert Fleming & Co. 25, 
CopthaH Avenue, EC2, 230 
Sims Food, Letchworth Hse, 


l£4.50 

Irish Permanent 8%% Bds 

2004 £431507 

Johnson Fry Utilities 132p 

Do Income 1.32p 

Landround l.6p 

Locker (I) 0.7p 

London Secs 2p 

Mitsubishi Chemical 594% Nts 

1908 S5750Q 

Motorola SO. 12 

Murray Inti 3.9% Prf 1.95p 

North Surrey Water 4% Deb 
£2 

Do 4%% Deb £2.125 
Do 5* % Deb £2.625 
Occidental Ptrtm $035 
Parkins Foods 8p Cm Prf 4p 
Quaker Oats $0285 
Rank Group Finance 6%% 
Gtd Nts Jan 2008 $31,875 
Do 7%% Gtd Nts Jan 2018 
$35,625 

SmtthKfine Beecham 1.35p & 
1.075p 

Do ADR $03257 

Suzuki Motor 444% Bds 1999 

Y475000 

Sweden 11% Ln 2012 £550 
Treasury 8^% 2007 £435 
Value Realisation 1.4% Cv 
Unsc Ln 2006 £1.40 
Yokohama 6y*% Bds 2003 
$6230 

■ THURSDAY JULY 16 
Abbey Natl Treasury 7%% 

Gtd Nts 1998 C$75 
Aberdeen European inv 0.5p 
Anglo Irish Bank l£l.S5p 
Anglo & Overseas 414% Cm 
Prf1.575p 

BP America 9Y«% Gtd Nts 
1999AS9230 


Chesney Wold, Sleek Han, 
Mfitoc Keynes, 12.00 

BOARD MEETINGS: 

Finals: 

First Technology 

Interims: 

BuRough 

Scottish American Inv 

■ THURSDAY JULY 16 
COMPANY MEETINGS: 
Airspning Fumfture, Canal Rd, 
Trowbridge, Wiltshire, 12.30 
Am barley, Pinsent Cutis, 3, 
Cotmore Circus, B i rm in g ha m, 
12.00 

Gartmore Shared Equity, 
Fenchurch Exchange, 8 
Fenchurch Place, ECS, 10.00 
Marks & Spencer, Grosvenor 
House Hold, Park Lane, WI, 
11.00 

Northumbrian Hne Foods, 
Dukesway, Team Valley, 
Gateshead, Tyne & Wear, 1030 
Yates Brothers Whe Lodges, 
New Pack Horse Hotel, 


Commonwealth Bank of 
Australia FRN July 1999 
S282.81 

DO FRN July 2000 $282.81 
European hw 9% Ln 2001 
£225 

Gooch & Housego D3p 
Hongkong & Shanghai Primary 
FRN $7435 

Hozetock 3.4p 
Le Riche 20p 

NatWest Non-Cum Prf Series 
A $0332 

Do Series B $0.4375 
Do Primary FRN Series A 
$29234 

Northern Investors Bp 
SaatcN & Saatchi ADR 
$0.1228 

■ FRIDAY JULY 17 
Abbey Nall Treasuy Gtd FRN 
2001 Ura€6,996 

Howie 03p 

Hydar 8V.% Bds 2006 £87.50 
Index Linked 2'.?% 2024 
£23426 

Jennings Bros 3p 
St Paul Cos $035 
Scottish tnv 2.1 5p 
Whitbread I93p 

■ SATURDAY JULY 18 
Celtic Residential Irish Mtg 
Secs Class B FRN 2030 
12944.60 

■ SUNDAY JULY 19 
Index-Linked 2% 2006 
£239 

Ireland Var Rate Treas Bd 
2000 121.48 


Bradshawgate, Bolton, 1030 

BOARD MEETINGS: 

Finds: 

Banks (SC) 

McKay Securities 
Reliance Security 
Smith (D) 

Smith (WH) 

Vega 

■ FRIDAY JULY 17 
COMPANY MEETINGS: 
Chesterfield Properties, 38, 
Curaon St, WI, 1130 

Company meetings ere annual 
general meetings unless 
otherwise stated. 

Reports and accounts are not 
normally available until six 
weeks after the board meeting 
to approva the prefimkiary 
results. 

This list Is not comprehensive 
since companies are not 
obliged to notify the Stock 
Brchange of announcements. 


CONFERENCES AND COURSES 


CONFERENCES 


COURSES 


ntmsuav 



Doing Bwthtess la fearttaifafl 

Keynote address: Hto B rr—wnry ; 

Heydar Atiyev, fMdent, . 

Amrbsifon Republic . 

Derogation includes: ; 

. Nadr Nastxrv. CMrrnen, 

Stale Property Conxnktoe 

• Fuad Akhunctov, CWnran, 
International Bonk of Azertxfan .. 

• Bman RuBtanw Cha&man, 
National Bank of Azarbofan 

■NatfcAByev.PraBHBrt, 

SOCAR 

•BsbadAHyw, 

ktohterofAgricutam 

• NarnkNasrulayw 
Minister of Economy 

• NadrAWxnBdovi 
KtristBrafTebmmmunicanons. j 

Contact- Sarah Ritchie 

■Mi +44 171 4532038 

Ffcc +44 1713234298 

Emrffc eMshJtichte@ao cirf r s o** 

OnSrwwwwJtxxrfcxonVFETIvl 


London I 


JULY 29 1MM3J0 
Fabian Business Seminar 
'BiMkfing UK Competitiveness’ 
Rl Hoe Margaret Beckett MP, 
President, Bosrtl ofltade 
and: 

Peter Ag*r, CBI 

Qri* Bumpbrie*. BCCI 
Bridget Rowwea. Bwmew Strategies 
Ricfaard Stokes: ICL 
Price. CWUSine VAT ; 
la&xoulkxu Nefl Stewart Asiodare* 
lUephaw: 0171 222 1280 

MBlbank Media Centre. 
LONDON 

JULY 30 . 

DEFENCE; The Strategic 

Defence Review 
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Wc* Sussex BJW 3DZ. EngU«l 
TOeptune: +44 19W 817^77 
^.^4190311593 1 ^ 


SEPTEMBER 13 -18 
17th Congress of tire World 
Energy Council 

Premier tmergf r+tntofcextsrj. 

Focus on energy, technology,- 
sustaining world development Into 
next miliaiinm. :■ 

TU (Irfl^ree); 888 324 4932 
Td (outside US^jr 202 331 0415 - 
www.wec9Soon^r»torB . ■ 

~ Hoearm, TEXAS- USA 

SEFTEMBBI13-19 
Cambridge Semin ar 1998 . 
St ra te g ic Marketing of - 
Financial Services Survival 
Moths 2t" Century 
Speakers include Sir Brian Pitman. 
Lord Thomas. Lord Birin and Sh 
Roland Smith. Gimp case study work 
fbnns mqk>r pmtof week/ . - 
5 day*. £M5t + VAT (includes aU 
msmials. scernmnodadoa »d tmls) 
Oamacc Tracey RoteBoo 
The Cbaoered fradnne of Banker* 

Td: *44 1227818600 
Pnc +44 1227 433547 
Pimil- t m h i mnn ^ >eamrg.nlr . 

Christ’s CoDree, CAMBRIDGE 


Farts Court. Lomfan I 


loteraatienai Real Estate Rnaca 
Dmferana "Crattag i Maw 
Synerjy: G total Partnerships 
la Rsal Estate Fteaaca” ' . 

Sponsored by the Mortgage Barkais 
Asaodaflon erf Amadca (MBA). The 
oriytnamaaoral real est ate Ihm nce 
eontsranos devoted to mottaoe 
fc s n as p nrfsMoMh tram downs 
of nations. S ea son cower recere 
dawtepnants In the msfcteneai end 
conaneie ta lSBCtc re fcianimBlng 
makse.lhplcstockidsinuflUnd . 
acfcflj; govemmairi pofcy psrepacOva, 
escontteyaystsms. tatsmaSond bw 
Inoome houring, innowdfM tschndogy • 
and trade haMus. . 

Perl— M rW o mra M ew conteet 

W8A International DMekxi 

Tat 202801 S680 ' I 

Fm 202801 0736 

Bnalfc baa ma ilonrighnheaLQiB 
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SEPTEMBER 15 A 16 
The 2nd FT World Water 
Conference 

Confirmed speakers include Mr W J 
Afcxebdcs Thames pic Vk Prtben 

Nielsen. Asian Developajem Bsnk; 
»■ Jwi Was, ABN AMROBsA NV and 
Dr Leon Aawbndt. Oveiaes* Bedad. 
Cbmace Sarah Gibb, RT Oaifti esces . 

• Tfct (*44J 171 873 3450 
fax (*44)1718733067 

Rmailf mf* 1 """ . 

LONDON 


Ifltelcoio 98 -The Wireless 
Economy - 

The. Wtatosa Economy 

Con f ere nc e and Erfabbon 
unlqualy. tor the first tkne 
represents the Wtottyd the • 
explodng Eunpeau moUe and 
wtatoss «mn«tealtora6xfcis»jt 

SSr^OC^OBWdVPstsNBl ’ 
their kdura visions tor the mtrii- 
USm ceBular, mobile data and- 
imerneL (htdilto saMBe. paging, 
tnrttaraio.inohteecoranmce, i 

wfretess access, netawk 
^^nenLandbrcrxtoand 
(n^timedto content seckxs. • 

Tel: +44 171 9570030 
FfcC *44 1717 9570081 . 
wwwJntelconiSBxom # . 


NOVEMBER 7 -11 
MILIPOL 

international Security 
Exhibition 

Stas security, bxhmrial security, feed 
ccmmiBsty security, civil defence and 
otter sectors of Ihe seewky feoetry trill, 
bcea hflrfttd . 

Rr dernOed mfbnarfen 
ftoc AnbMMi Cbaober of Commerce 
0171 3964499 
or Fix: IMPE3C 
0033146279163 
Doha, QATAR 



[_ Maui, HawaH, USA| 

OCTOBER J4& 15 
FT World Mobile 
Communications Ctmference 

This srmoal FT conference has once 
aguo attractedan intemational audience 
of senior executives from die mobOe 
industry. Speakers include: Mr Bans 
Snook. Orange pic; Dr Jonc-Udc Sea. 
SKTWeeom. 

Qnkc Sian Rmmwrt 

FCOenftrcnca 

TO:'0l7l 8733262 . . 

Basil: ww.fiwcoungftcom 
■eifca h—KM 

. LONDON 

OCTOBER 20 & 21 
The 2nd Utifity Congress 
-Tba Competition Autfil 
A two day conference and exhibition 
. organised by Utility Week magazine 
wiB address ley teas facing tbcmflhy 
infamy. Speakcn include: Ftd Nolan. 
TrmtsctK Kri& Orrhaoo, Ekdricfry 
Supply Aanodatkm of Anstnfa; Ida 
Easton, 'Edison; Oms. Mdtoc Angfiaa 
Water: John Kobe ns. Beetrfefty 
Association, Mike Bemjt, London . 
ESeetridty 

1U:*44 J8I6523818 
Fasc +44 181 6523482 
B-maD: aadsjoaaRifauiMk 

. ' . BRIGHTON 

OCTOBS^ 28 

The 3rd Annual FT Dfamonds 
Conference 

Confirmed speakers inrtiiite Mr James 
ft RoliweH, BHP Diamond ioc; 
Mrfty&W id a g n d^ GciB tarm a rtonri 
Co Ltdt.Mr fta n p o is CtsfeJ, Christie 'c 
Europe: Mr Mart Cockle, Diamond 
l u a niaik a sa l and a sato n eg mseo adva 
fiomDe Beers. ... 

ComaccSanbCtob 
FF Conferences 
TO: +44 1718733*30 • 

Bs:+44I71 87?30S7 
EmrfhonlLgjfcfeQtLeott '. 

ANTWERP 


Tba Teatb International 
Coafereocs on Strategic 
Mantifacbiriiig 
Theme: COMPETING IN A 
KNOWLEDGE ECONOMY 
Europe's tearing coNeranu for 
decision makore In Manufacturing. 
Confirmed speakers inefoda 
Stephens . Gtonfli from WO, 
HanonfB Steven W hoo terigW. 

Ian Croxford, Packaging Dlrecfor 
UDV, Cofin New from CranfleU 
Buslnass School, and Kan Lflwis 
of Dutton Engineering. 

Fortier 8peakara to tie a nnounced { 
For further Information contact: 


I Teh 44 (0)141 7792112 
Fine 44 (OH 41 779 3223 


si usocisrct 

Glanaaglss Hol£l, Scotland 

DECEMBER2-4 . 

Vafttum Forum Europe *98 
Arraneed by FT Cooferaires and 
Venme Ewmemics, tbe 9th annual 
Venture Forum Europe wQJ provide 
Industry leaders with an important 
opportunity in Increase their 
ufticiX Ui^ l n g of the European venrore 

1-ppjwl ■ 

ComcoSanh OftO 
FT C onf erences 
TO; *44 171 8733450 
Fnc +44 171 873 3067 

Bns&: sanh^fetyefLcaia 

LONDON 

DE^UBER7&8 . . 

The T7th FT World Pulp 
and Paper Conference 

Distinguished speakers include Dr 
Claes Dahlhrek, President and GEO, 
Investor AB and Chairman. STOftA 
. AB; Mr John F McGovern. Executive 
Vice President and Chief Financial 
Officer, Georgia-Pacific Corporation; 
Mr Hsian Osdinj. European Pulp and 
Paper Analyst Goldman Saclis 
Internal ion*] and Mr Eugene Van As, 
Executive Gannon. Sqgs LinHasi 
&)guirics Joanna Edwaids, 

. FT Conferences 
TO: t*44j 171 873 3374 
Ffeci+44) 1718733067 
fianfcjoanoxedwanti^fteoni 
vwwitcodferaicesxom 

• LONDON 


JULY 19-22 

BPP Financial Education 

Cashflow Anatyste 

Gornixthemive coune covering corporate 
caifaffew anabris. WD assiiisoaiyia to 
andenund *e abflny of c om p stu ts to 
repay debt. • Undertaking historical 
cashflows ■ Cashflow derived ratios 
■ Iracjp r uqwm of cadrffewa - Projections 
baaed oo historical dan • Computerised 
seorinviiy nlysis • Inifafes wodnbop. 
Qnaec HOaiy Jackson 
TO: 0171 6288444 
Fax; 0171 £28 7818 
Hiaft bpptmeaig^cnrapuservexore 
CITY OF LONDON 

•JULY 29 -31 
BPP Financial Education 
Global Trading and Capital . 
Markets 

10 day oouse giving denied view aftoe 
rec urffl ra markets. Examinea the main 
product groupings together wi* iradfeg 
techoiquea & Msutiawd risks. Includes ' 
an ksrodnetian to Rrrefoi Exchange as it 
affect* the Capital Markets. • Bonds 

• Swaps and swaptions * Equity 

* Roma* Options* Foreign exchange. 
DETAILED OUTUNE AVAILABLE. 
■Corarec EBay Jacfcaou 

TO O 171 628 8444 
Fax: 0171 6287818 

Finn ft ; bpptnBdng^coapasenrooom 

CENTRAL LONDON 

JULY 22- 24 
Advanced Rnandal 
Modelling with Excel 
Aimed it those whose wort hreohru 
the use of Exed to develop financial 
. models particularly those in M&A, 
acquisition financing sod project 
finance. ModeUfes techniques include 
- • Array arithmetic • linear Regies ion 
Optimisation • Monte Carlo. 
.Simulation • Fi nancial Framework for 
Modelling - Development of a fully 
totegmted acquisition model - Asbuocs 
tote met — e knowledge of Excel 
Contact: Ruh Redy at F5MD for details 
TO 44 (0)1625 330050 ’ 

Fax': 44 fO) 1623523937 
B-Mtil: treretogRbaxLcojk 

LONDON 

JULY 23 -24 Additional Date 
BPP Financial Education 
Equity Market Trading 

For those new to equity iratfinc. Gives 
an uadmsndiog of bow the markets 
work covering key aspects incftidblg . 
. dealing conventions, market practices 
and howi market maker rans the book. 

• Background • Dealing conventions 
in UK equity trading * The book 
-feftaeooes ooeq airy prices - Em crgiag 
equity markets • Changing trading 
systems- GB chrihaii a n 
Onrarcr May facfaco 
TO 0171 628 8444 
Fcc0171 6287818 

CITY OF LONDON . 


AUGUST 12 -14 
Effective Negotiating Skills 

• The Negntntiag Range - Power Bases 
» Trading Concessions - Principles (wfc- 
wm) ofN eg itiaacn • Cbnumaticating to 
Influence - The Phases and Stages 
(process) or Negotiation - Telephone 
N egotia tion. Team Negotiation. 

3 Days £945 + VAT 

Ctxnact Bbchia Training & Consuhiag 
NewAddrere: 

1 Lombard St, EC3V 9AA, Loudon 
TO 0171 9296633 Hat: 0171 9296644 

Internet: tmpV/wwwjMndnnxon 

LONDON 

AUGUST 17 -21 
introduction to Corporate 

Credit Analysis 
« Types of Borrow e r s and their needs 

• Technkjaer of Cretfit Analysis - Profit 
and Low account and Balance Sheets 

■ Spreading. Ratios. Key Indicators 

■ Cashflow, Forecasts. Sensitivity 
Analysis * Business Plana, Debt Service 
Capacity, Cbvewmi • Analysis of ftbks 
5 Days £U45 + VAT 

Contact: Bircbio TVarnit^ & Consulting 
NewAddrere: 

1 Lombard St, EC3V 9AA, London 
TO 0171 9296633 Pun 0171 929 6644 
Email: bbdteRHcttejoore 

httemgr htrp-ffwww hlr rhin ww 

LONDON 

AUGUST 24 -26 
Project Rnance 

■ Projea Risk * Feasjbflajr Studies and 
Project Plaaa • Consrcnciion of 
Cashflows and use of Modelling 
- Risk/Remm Prospects • Discounted 
Cashflows. BtR and NPV • Types and 
Sources of Finance including Equity 

■ Special Popose Vettidea mxf ffoandag 
Strecnns' Projea Donaumtatirei 

3 Days £995+ VAT 

Cenoa: BbrWn Tranring A CetHdtit^ 
New Address: 

1*47 Lorebard St, London EC3V 9AA 
TO0IT1 9» 6633 Rut: 0171 9296644 

Email; hkrhinfflwt rhin 
Internet: hapaywwwJaiehBLcors 
LONDON 

OCTOBER 12 -14 
Powrt Ink's International 
Private G en er a tio n 
Wo rk sh op 

In association with Mon MacDotutld. 
Three-day intensive course providing 
pteti ri p an K wM» a farelmt 
of the content and strnemre of the 
agreements that uodedie all staxcstfol 
power pywnt^i xfaetnea. 

Sponsors Dresdner KWn won Besson 
TO44 (0)1273 202920 

BRIGHTON 

OCTOBER 12 - NOVaiBGR 30 
FT-Ctty Course 

The FTChy Coarse, which takes place 
over 8 weekly afternoon sessions, 
provides an eeceOesn introduction to die 
Qjy ctf London b a major flaoraal and 
trading c^nnc. 

Enquiries Joanoa Eduntis, 
FTChaferera 
TO t+44> 171 873 3374 
Rec (+44) 171 8733057 
EnKL‘jaBMLedwaitii@fLeora 

wwrftJllfrirnn., r'illll 

LONDON 


Conferences 
& Courses 


To advertise conferences, 
exhibitions, trade fairs, conference 
venues and training courses to 
approx 1.2 million readers 
worldwide. 

Contact Jade Sanderson on 
tel +44 171 873 3507 
fax +44 171 873 3765 


Financial Times 


LANGUAGE COURSES 


Language 

Courses 


CHINESE 
(MANDARIN) LESSONS 

to UK Business Men 

Tel: Mr Milston. Lingua Franca 

on 0171 624 8183 


P^ST. EFFECTIVE. AF ”03l)ABL E 

Would speaking your 
Customer s language 
have made the 
difference ? 


Did your last meeting overseas go as weH as you had 
hoped? No ? Why not 7 Did you lose out to a competitor 
who (fid speak the language of the customer? 
Don't let It happen again - 

Call BERLITZ for details of *Dolng Business hn* 
Freneh/Geiman/Spanisli NOW on 

0171 - 915 0909 
0121 - 643 4334 
0161 - 226 3607 



advertise contact 


Sanderson 
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CURRENCIES & MONEY 


All eyes on Japan 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 
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By Daniel Dombey 


The results of the elections 
to Japan's upper bouse 
should be known this morn- 
ing, hut their Implications 
may take several days to 
worts through the forex mar- 
kets. 

If the ruling Liberal Demo- 
crats have done badly, Ryu- 
taro Haa himota, prime min- 
ister, may even contemplate 
resigning, a step which 
could set the markets alight 

“It's very hard to say 
whether LDP problems 
wo old be good or bad for the 
yen," said Paul Meggy esi at 
Deutsche Bank in London. 
“But the election result Is 
what everyone is waiting 
for." 

The elections are particu- 
larly important because the 
yen’s recent weakness has 
helped, tug down commodity- 
based and emerging market 
currencies across the world. 

When the US Federal 
Reserve joined forces with 
the Bank of Japan in an 
intervention to defend the 
yen last month, it was 
widely seen as an attemptto 


buy time for the currency 
until after the elections. 
That time has now elapsed 
and the signs are of a febrile 
spell ahead. 

Mr Hashunoto is sched- 
uled to go to Washington to 
meet President Clinton on 
July 22. It had been thought 
he would use the time 
between the elections and 
his visit to develop policies 
on fiscal and banking reform 
but some in the market 
believe Mr Hashimoto 
remains averse to tax cuts 
and that another prime min- 
ister would do his job better. 

Meanwhile, the rouble is 
likely to remain in the spot- 
light after signs last week 
that Russia’s liquidity crisis 
is getting worse. 

The markets will also be 
interested in the release of 
US consumer prices on Tues- 
day and trade figures on Fri- 
day. On Wednesday the UK 
will publish average earning 
figures, as well as the June 
minutes for the Bank of 
Englan d's monetary policy 
committee, which will be 
scrutinised for the rationale 
for the UK’s last rate rise. 
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3? e bnl1 “"ket in trans- 
f Sun * e aa equities continued 
to stumble on Friday as 
about the impact erf 
markets in Alta 
Kussia encouraged farther 
caution. 

- There was also bad news 
from the US where the pro- 
ducer. price index numbers 
were sBghtly higher than 
expected, which brought to a 
halt the ongoing flight to 
safety and, therefore, to gov- 
ernment bonds. 

The UK was particularly 
hard hit as the gats market 

j toift aoe Ettrabtae ’ V. ■ 


;3W. 


edged lower on fears over 
the interest rate outlook. . 

. The FTSE. Eurotop 300 

mdex fell a 13 to bn 

Friday, up 0.07 an the week. 
The Eurotop 100 iniW clb&ed 
34.61 lower at 2£59.Q9, widle 
the Ebloc 100, which 
includes companies from the 
ffrst wave of monetary 
union, ended the week at 
1,08334. 

The finandnh sector fin- 
ished the week st r ongly, pul- 
led higher by German insur- 
ance group Allianz, which 
closed Ecu 15 higher at 
Ecu 344.5 after continuing 
rumours of a merger with 
Dresdner Bant 

There was also a flurry of 




activity In B8fW after a mag- 
azine riannpd that it was in 
disrassfous over a strategic 
alliance or merger with Ital- 
ian Competitor Fiat BMW 
shares rose Ecu 26 B to 
Ecu 987.32 despite some 
robust denials of the story. 

By contrast, the high fly- 
ing Information technology 
sector fen back to earth, 
after a profits warning from 
SAP. 

The German group’s 
shares fell Ecu 263 to Era 
544.29 after a strong set of 
profit figures were accompa- 
nied by a downbeat commen- 
tary on the outlook. Cap 
Gemini’s shares closed at 
Ecu 128.66, down Ecu 6.1. 


Dresdner Kleinwort Ben- 
son came out with a gloomy 
report an Germany late last 
week, despite its positive 
overall view of European 


"The equity mania in Ger- 
many is resulting in Dow- 

like rois -pricing," argues 
strategist Albert Edwards. 
“German equities are richly 
priced relative to both the 
bond market, and the euro- 
land average. On neutral 
views on Burnings, the heavy 
exposure of the German 
market to industrial cycli- 
cal would suggest that it 
qVwmid trade at a discoun t to 
the euroland average p/e and 
not the current premium." 
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With a unique balance of skills, culture and resources. Credit Suisse First Boston 
is helping clients position themselves to reap the benefits the euro will bring. 
No other firm has quite the same combination of giobaf business and European 
"home market" capabilities. 
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FT GUIDE TO THE WEEK 


MONDAY 13 


Defence review 

The UK House of Common s defence 
committee today begins an intensive 
series of hearings on the governmen t 's 
strategic defence review, pubfished last 
week. Defence rrenistefs and rraEtary top 
brass will be <*jestioned on the review’s 
proposals to create mare modem, rapidly 
deployable forces. The all-party 
co mm ittee, chaired by Bruce George, 
kicks off by grffing George Robertson, 
defence se c re t ar y, today and General Sr 
Charles Gutters, chief of the defence 
staff, tomorrow. Hearings continue until 
July 23. The committee wil publish a 
report In earty autumn. 

Membership talks 

Chief negotiators from the five central 

European EU appicant countries and 

Cyprus meet for the third time to 
compare notes on progress in taks with 
Brussels. AH six are keen to speed 
substantive membership talks. At 
Ljubfiana they plan to agree a common 
timetable tor handing their opening 
negotiating positions to the Austrian EU 
presidency. The positions wil cover 
subjects lire telecommunications, which 
have already been screened. The 
Austrians have sad they wiH press the 
EU member countries to start talks if 
these come in by September 15. 

Austrian plans 

Austria’s Wolfgang ShQssel wii ted fellow 
foreign ministers of European Union 
nations about his country’s priorities for 
its six-month EU presidency, which 
began last week. At a meeting in 
Brussels he will outline Austria's plans to 
progres s the "Agenda 2000" package to 
reform the common agricultural policy 
and regional aid funds. The start of 
substantial negotiations with countries 
seeking EU membership is another aim. 
Meanwhile in Vienna, officials from the 15 
EU countries win begin a two-day 
conference on EU tax harmonisation, 
another of Austria's presidential 
priorities. 

Small concerns 

A teem of Commonwealth ministers 
representing the interest s of small states 
win be in Geneva for talks with the Worid 
Trade Organisation and the United 
Nations Conference on Trade and 
Development The mission, led by prime 
minister Owen Arthur of Barbados, was 
established by Commonwealth heads of 
government last October to ensure better 
consideration of the n ee d s of smaH 
states in international trade and finance 
arrangements. The team, which also 
Includes ministers from Lesotho, 

Mauritius, Fiji and New Zealand, has 
already visited the IMF end World Bank 
In Washington and goes to the European 
Commission in Brussels on Tuesday. 



chief is not si^jpoaed to be a European 

but otherwise the Bald is wide open. 
Napes being drcu&ted unofficially 

include Mika Moore, former New Zbatand 

prime m in iste r , Roy MacLaren. former 
Canadian trade minister, SupachaJ 
Paratchpakdi, deputy prime minister of 
Thailand, and Hassan Abouyoub, former 
trade minister of Morocco. 

Investment view 

Top officials from Asrai nations meet in 
New Delhi to tfecuss international 

Investment arrangements and their 
implications for developing co untries . The 
two-day symposium, one of a series 
organised by the Untied Nations 
Conference on Trade and Development 

(Unctad), aro to prepare the ground for 

effective participation by poorer nations 
In mufflateral talks on investment rules. 
The European Union, in particular, is 

keen for investment talcs to start in the 

World Trade Organisation in 2000. 

OECD semnar 

The Organisation for Economic 
Co-operation and Development holds a 
semnar on bribery and corrupt business 
practices in Paris (To July 17). 


THURSDAY 16 


Tensions he&iten today over the right ol Northern Ireland's Orange Order to hold parades through streets mainly occupied by Odftoflca 


General Motors 

General Motors' annual two- week 
summer shutdown ends. The company 
had been planning to resume production 
of 1999 models but that could be hit by 
the continwation of a one-month long 
strike by the United Auto Workers union 
at two parts plants in Flint. Michigan. 

Rights review 

The United Nations Human Rights 
Committee meets in Geneva for three 
weeks to examine compliance with the 
International Covenant on Civfl and 
Political Rights. Six countries - Ecuador, 
Israel. Italy, Algeria, Macedonia and 
Tanzania - are due for review. The 1966 
covenant, which has 140 states parties, 
upholds the right to life and liberty, 
prohibits torture and other dagradng 
treatment, and safeguards freedom of 
thought, conscience and religion. 

Holidays 

France. Montenegro, 



TUESDAY 14 


UK budget plans 

Gordon Brown, chancellor of the 
exchequer, unveils the results of the UK 


government’s comprehensive spending 
review, which wffl fix budgets for all 
government departments for the next 
three years. Last month he announced 
total public spencSng would grow by up 
to 2% per cent in real terms from 1999 to 
2002. Health and education are expected 
to get the lion's share of the extra money 
to help them meet the government's 
election pledges. Transport, the Home 
Office and government science funding 
are also likely to see Increases. The 
government has already announced 
lower than expected defence cuts. 

Bilateral summit 

A two-day Itatiar -Spanish bilateral 
summit gets under way in La Granja. 
Segovia. 

FT Survey 

Japan. 

Holiday 

France. 


WEDNESDAY 15 


European Parliament 

Wim Dulsenberg, head of the European 
Central Bank, will take part in a debate 


on the work of the European Monetary 
Institute and progre ss towards economic 
and monetary union at the last session of 
the European Parliament in Strasbourg 
before the summer recess. Earlier In the 
week-long session, MEPs wU consider 
common EU Immigration rules, updated 
laws an food additives, moves to boost 
the clothing industry and improve 
conditions for farm animate transported 
between EU countries, and debate the 
dangers posed by the growth of religious 
fundamentalism. Also on the agenda is a 
plan for proportional rep resen ta tion In 
electing MEPs and, mare controversially, 
a suggestion that 10 per cent of MEPs 
be elected from a single EU-wide 
constituency. 

WTO head hunt 

The Geneva-based World Trade 
Organisation launches its search for a 
new director-general to succeed Renata 
Ruggiero of Italy, who reti r es next ApriL 
Nominations open today and dose on 
October 1 . with an end-year target date 
for the final selection. The next WTO 


FT tariff talks 

Negotiators meet at the Worid Trade 
Organisation in Geneva to fry again for a 
pact on eliminating tariffs on certain 
information technology products. The 44 
members of the WTO's information 
technology agreement missed their 
setf-hnposed June 30 deadline but hope 
to reach agreement during this two-day 
meeting. fT Association members signed 
up last year to a pact scrapping tariffs by 
2000 on a wide range of computer and 
teteooms goods, which they now want to 
extend. Sticking points are the new 
phase-out timetable and whether 
consumer electronic s should be Included. 

India nuclear meeting 

Senior envoys from the US and India are 
due to meet to Frankfurt to tfacuss the 
possfoilty of India joining a global 
nudeer test ban pact 


FT Survey 

Reporting Britain. 


Tsar laid to vest 

The burial of the remains of Russia’s last 
tsar fticholas II. empress Alexandra, their 
eh&toan and several servants takes place 
in St Petersburg 80 years alter they ware 
murdered by the Bolsheviks at 
Yekaterinburg. The remains wifi be 
placed in the Peter and Paul cathedral, 
resting place of Russian emperors since 
1725, 

Wild dancing 

The annual Wbrfd Lion Dance 
Championship is held at Genting, 
Malaysia (To July IS). 

Inkatha congress 

South Africa's opposition fokatha 
Freedom Party holds Its annual congress 

at Uluncfi - Its last Wg gathering before 

1999 elections (To July 19). 

FT Survey 

Derivatives. 

Holiday 

South Korea. 
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SATURDAY 18 


FRIDAY 17 



EU budget fears 

European Union ministers meet in 
Brussels to discuss the BJ's budget 
amid fears by non-governmental 
organisations that they wifl lose grants. 
The European Court of Justice Fecentty 
questioned the basis on which aid for 
some soda! projects was paid out and 
effectively increased the abffity of EU 
member states to halt projects favoured 
by the European Parliament and the 
European Commission. The Commission 
has been reviewing a range of "budget 
Bnes" thought to be worth collectively 
more than Ecu 500m a year. 


Peace progress 

UN secretary general Kofi Arman visits 
Guatemala to evaluate the peace process 
a year and a half alter UN-brokered 
peace talcs ended a 36-year guenflta 
confflct; Arman wil interview President 
Alvaro Arzu and the fuH cabinet wfl 
present a report on the advances in the 
peace process (To July 20). 

Tirana talks 

International donors hold a conference In 
Tirana to review the results of their aid to 
Afoarda. 

Rugby Union 

Australia take on South Africa in the 
Tri-nations at Perth. 

FT Survey 

Quarterly Review of Personal Finance 
(UK editions only). 
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SUNDAY 19 


Tall ships sail 

The 1998 Cutty Sark TaH Blips Race 
gets under way from Falmouth. Gomwafi. 

Diplomatic voyage 

Two British navy shfos dock at the Syrian 
port of Latakia for the first such visit in 
48 years. 

Motor cycling 

The German-round of the 125cc, 250cc 
and 500cc championships take place at 
the Saschaenring. 

Compiled by Roger Beale 
Fax 44 171 873 3196 


Other economic news 

Monday: Japanese machinery 
orders are thought to have 
rebounded in may after April’s 
Ug drop. UK raw material 
prices are thought to have 
dropped in June, with output 
price inflation also a shade 
lower. Higher wages should 
have pushed up German retail 
sales in May. 

Tuesday: The annual rates of 
US consumer price Inflation 
are thought to have risen 
slightly in June, reflecting 
higher housing and medical 
co sts. Vehicle purchases are 
also thought to have pushed 
up US retail sales. 

Wednesday: Japan's 
merchandise trade surplus Is 
forecast to have risen again in 
June, reflecting weak demand 
for Imports. UK retail price 
Inflation should have fallen in 
June. Unemployment in the 
UK Is expected to have 
resumed its fall In June, 
following May’s small 
Increase. Average earnings 
growth In the UK is thought to 
have been unchanged in April. 
Thursday: Strikes at GM are 
thought to have depressed US 
industrial production last 
month, with capacity 
utilisation falling as well. 

Friday: The US balance of 
payments deficit is forecast to 
have widened again in May. 
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Statistics to be released this week 
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Mon 

Japan 

May machinery orders ax etec '/ships’ 

• 

-17.8% 


Canada 

May manufacturing new ordara 

06% 

-03% 

July 13 

Japan 

May machinery orders ex efecTbNps 


-16.8% 


Canada 

May manufacturing shipments’ 

06% 

-06% 


UK 

June producer price index inpur 

-1.0% 

03% 


US 

June export prloa index 


•• Q.1% • 


UK 

June producer price index input** 

-9.0% 

-8.9% 


US 

June import price index 


-0.1% - 


UK 

June producer price index output* 

-0.2% 

0.1 % 


Japan 

June broad Bqukflty** 


2.8% 


UK 

June producer price Index output** 

0.8% 

09% 

Thura 

UK 

June pdbfic sector borrowing roq'mant £4JJbn 

£2^bo .*.-■ 


UK - 

June prod pri kfx ex food/drtik/tob” 

0-0% 

OQ% 

July 16 

Canada 

•tone corw' price hdex a* tans notr 0.1% , 

04% •- 


UK 

June British RetaH Consortium survey 


3.7% 


US 

Initial claims July 11 

389k ■ 

382k ' 

Tues 

UK 

June retaB price index* 

0.1% 

06% 


US 

State benefits July 4 


2411k • 

July 14 

UK 

June retail price index** 

3.9% 

4.2% 


US 

June Industrial production 

-03% . 

05% 


UK 

June ratal price indx ex mortgagee** 

3.0% 

02% 


US 

June capacity utfisallon 
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US 

June consumer price Index 
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US 
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US 
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US 

June Atlanta Fed Index 
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03% 
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US 

Rea) earnings 


06% 


US 

July Michigan Sentiment preSmlnary" 
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Japan 

May industrial peoduettonf 


-2.0% 
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July 15 

Japan 
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Japan 

May current account (IMF) nott 

Y1.32tn 
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Italy 

May industrial producUonf 

08% 
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Japan 

May trade balance (IMF) norf 
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UK 

June unemployment 

-5.0k 

1.7k 


Japan 

May foreign bond Investment 


Y2.8HI . . 


UK 

Apr average earnings 

5£% 

5£% 


Germany 

June wholesale price Index* 

•02% - 

-0.4% 


UK 

May unit wages three months** 

6.1% 

6.4% 


Japan 

June trade bat' (customs cleared) nott 


YBSSbn ! 


us 


May business Inventories 


03% 


02% 


‘roonft on month, "year on year. TseascnaSy acfoted 
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ACROSS 

1 This young woman’s rejec- 
tion makes a man angry (6) 

4 Several horses right to take 
for a ride outside (6) 

8 What one thinks of love 
taking wing? (7) 

9 Celebrations It’s safe to 
arrange (7) 

11 Christian virtue fills a 
need, somehow (4-61 

12 This oven has a ring out- 
side for roasting (4) 

13 US spies capture the Span- 
ish girl (5) 

14 Form of seafood not put out 
on board (8) 

16 A bloomer - a miserable 
danger! (6) 

18 Unfinished book shelf (5) 

20 She takes me back to 
mother (4) 

21 People responsible for the 
upkeep of the neighbour- 
hood (3.7) 

23 Man about town? (7) 

24 See jazz group going round 
Asian capital (7) 

23 Hemingway and Sterne 
novel (6) 

26 Worst cry of pain to give (6) 


DOWN 

1 Public relations entertained 
by outstanding female cel- 
list (2JJ 

2 Wary. I'm raising new fund 
with a pound (7) 

3 No longer an individual to 

esteem, that’s clear (9) 

5 Hearing noisy neighbour 
could be one (S) 

6 Trendy goods need not be 
ordered, presumably (2.5) 

7 Old statesman happy to put 
on weight (9) 

10 Dissipated period died out 
(9) 

13 Harlequin's favourite 
flower (9) 

15 Musketeer's call for a non- 
share policy? (3,3.3) 

17 Visa arranged In time for 
escape (7) 

19 Poor side away from home 
foils to survive (4 J) 

21 Checked garments for Scot- 
tish soldiers (5) 

22 The Spanish weapon that 
makes army manoeuvres 
possible (5) 
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Winner of Puzzle No.9,720: B. Cole, Amersham, Bucks. 
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